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THE BANKER 
A Banker’s Diary 


Mid-November—Mid-December 


SEASONAL influences have, on the whole, predominated 
in the money market. The payment of the War Loan 
dividend on December 1 and the repayment 

The Money of the earlier instalments of the French 
Market — sterling credits made money easy at the 
beginning of December, as is shown by 

the increase in bankers’ deposits to over £100 millions. 
On the other hand, the banks were not keen buyers 
of bills, for they were preparing both for the Christmas 
currency withdrawals of the public and also for the 
end of the year. In this connection it may be pointed 
out that the recent increase in the fiduciary note issue 
only reinforces the Bank of England’s Reserve and not 
the cash reserves of the joint stock banks. The reluct- 
ance of the banks to buy bills naturally caused discount 
rates to rise, but the new rates were by no means firm, 
and in the middle of December showed a tendency to 
slip back. Thus the average tender rate for Treasury 
bills was 18s. 2-160d. per cent. on December 4, 15s. 8- 91d. 
per cent. a week later, and only 13s. 9-17d. per cent. on 
December 18. Market rates for three months’ bank bills 
were also inclined to waver either side of }# per cent. 
These rates are definitely higher than those current 
luring most of November, but the usual pre-Christmas 
firmness was to some extent lacking. The Christmas 
expansion in the note circulation up to December 22 
amounted to 428-9 millions, compared with 429-2 millions 
last vear. This year’s movement is sufficient to justify 
the temporary increase of £20 millions in the fiduciary 


note issue. 


tHE London market was fairly quiet during early 
December. The weakness of the silver markets, due to 
the impending expiry of the International 

ver Agreement of 1933, caused the New 
rate to depreciate temporarily to just 
over S5-00, but it quickly came back to 
about $4-99. One month’s dollars were in demand, 
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as many interests wished to strengthen their sterling 
balances over the New Year and so were selling dollars 
spot and buying them back forward. French francs 
were inclined to weaken towards the middle of December. 
There was a slight rise in the spot rate from Frs. 147-07 
to Frs. 147-30, and it is believed that the French Control 
had to sell a limited amount of foreign exchange. Three 
months’ francs also widened from Frs. 1% to Frs. 3? 
discount. This weakness was due first to several pessi- 
mistic expressions of opinion regarding the French 
financial outlook, and later to the outbreak of one or two 
fresh strikes; but it was never very pronounced, and the 
French Control is not thought to have lost much gold. 
Other Continental rates have been very steady. The 
Uruguayan Government has decided to reduce the gold 
content of the peso to a point giving parity with the pound 
sterling at the rate of 7-60 pesos to the pound. This 
corresponds to the current general export rate, but the 
import rate remains at 8-58 pesos. It is officially claimed 
that this revaluation permits the export of enough gold to 
cover immediate exchange needs while leaving the autho- 
rities with adequate reserves pending the restoration of 
the exchange accruing from wool exports. 


As had been anticipated, the German Standstill Agree- 
ment has been renewed upon much the same lines as 
before. A definite attempt has been made, 

The Sioomen however, to confine outstanding credit lines 
Agreement t© the financing of international trade and to 

prevent them from being used to provide 

Germany with foreign exchange or to finance internal 
business. The report, however, admits that the efficacy 
of this scheme will be limited by the fact that much of 
Germany’s external trade is now conducted through 
clearing or compensation agreements. Arrangements 
have also been made which will result in the payment of 
about 10 per cent. of the Golddiskontbank’s guarantees, 
now amounting to about Rm. 87 millions. On Sept- 
ember 30 last, the total standstill indebtedness amounted 
to Rm. 1,010 millions, of which Rm. 941 millions was 
availed of. This is considerably less than the criginal 
amount outstanding, and so the standstill position is 
slowly being cleared up, though at the cost of considerable 
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loss to those creditors who have accepted repayment by 
means of the registered mark scheme. 


On November 30 Dr. Kienbéck, the President of the 
Austrian National Bank, addressed the Institute of 
Bankers on future world monetary policy. 
P cent The first part of his address was devoted 
era to the case for a general return to gold, 
which he held was not seriously shaken 
either by the increase since 1933 in the world’s monetary 
gold stocks or by the prevailing maldistribution of 
gold. A redistribution of gold, in his opinion, could be 
brought about, first by a general repatriation of positive 
capital, consequent upon a restoration of confidence; 
and, ultimately, by a resumption of sound international 
lending. Meanwhile he argued that the Bank for Inter- 
national Settlements should study the whole question, 
and that a simple and uniform programme should be 
drawn up for the restoration of the gold standard. The 
conclusion of his address consisted of a most interesting 
account of how Austria had gradually relaxed her ex- 
change restoration and effected a de facto devaluation of 
the schilling. He also described the difficulties Austria 
was involved in through the clearing and compensation 
agreements with many of her neighbours. 


THE November returns of the eleven clearing banks 
show a slight increase in cash holdings from £233-9 to 
November 4£234°9 millions, in spite of the continued 
Clearing drop in banker’s deposits at the Bank of 
Bank England due to the high level of public 
Reiurns deposits. Discounts have increased from 
f296-1 to £297-°5 millions, reflecting the expansion in 
tender issues of Treasury bills, but this increase is less 
than might have been expected. Call and short loans 
have declined from £164-6 to {160-5 millions. Advances 
have risen from {983-8 to £986-2 millions, but the 
December returns should show a decline owing to the 
repayment of the French credit. Investments showed 
a further drop from {639-0 to {633-7 millions, and 
deposits also declined slightly from {2,312-4 to {2,310°8 
millions. 
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THE November trade returns show a slight increase in 
imports, but small decreases in both British exports 
4 and re-exports. Imports rose from {96-1 
ptr millions in October to £97°3 millions in 
Trade November, as compared with {78-7 mil- 
lions a year ago. British exports at £45-2 
millions were {2-0 millions lower than in October, but 
are {6:8 millions above their level of a year ago. Re- 
exports stood at £5-3 millions in November, against 
£5-7 millions in October and £4-3 millions in November, 
1936. The returns are summarised below :— 


Nov., 1936 Oct., 1937 Nov., 1937 
£ 


{mill. {mill mill. 
Imports... “ os $a 78°7 96° I 97°3 
Exports... ke i ws 38-4 47°2 45°2 
Re-exports ox - a 4°3 5°7 5°3 
Total exports ov ve ae 42°7 52°9 50°5 


For the year to November imports amounted to £935°4 
millions, against £765-9 millions for the corresponding 
period of 1936. British exports totalled £478-o millions 
compared with {400-3 millions a year ago, and re-exports 
stood at {70-2 millions, compared with £54-6 millions 
last year. The adverse trade balance therefore amounted 
to £387:2 millions, against £311-0 millions in 1936. 


LorD WARDINGTON had a lot of important ground to 
cover in his speech at the ordinary meeting of the 

Bank of | members of the bank, held on December 14. 
London and On the whole he had an encouraging 

South account to give, and he pointed out that 

America the expansion in the bank’s resources and 
earnings, expressed in sterling, was not only due to an 
increase in business but also to the year’s appreciation 
in the sterling value of most South American currencies. 
At the same time he laid stress upon the consequences to 
such countries as Chile and Peru which were already 
arising from the recent set-back in commodity prices. 
He discussed at length the recent changes in Brazil, 
which he attributed to a desire to place the coffee trade 
upon a more natural basis. He was not unduly perturbed 
by the clause in the new Constitution affecting the 
foreign ownership of banks operating in Brazil, for he 
pointed out that a similar clause was contained in the 
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Constitution of 1934. In any case he counted upon the 
bank receiving equitable treatment in the future. As 
regards the general outlook he attached considerable 
importance to the discussions now in progress for an 
Anglo-American trade agreement, and he stressed the 
necessity of doing everything we could to maintain our 
export trade. 


THE directors of the Bank of Scotland have issued 
proposals designed to relieve stockholders of their 
uncalled liability on the bank’s stocks. 
Bank of The present subscribed capital consists of 
Scotland {2,250,000, of which £1,500,000 is paid up. 
It is proposed to offer to existing pro- 
prietors £150,000 of new stock, £100,000 paid up, at 
a price of £440 for each {100 of paid-up capital. If this 
offer is accepted, the premium of £340,000 will be carried 
to the Reserve Fund together with £110,000 from undis- 
tributed profits. The capital will then consist of 
£2,400,000, {1,600,000 paid up. £800,000 will next be 
transferred from the Reserve Fund for the purpose of 
cancelling the uncalled liability, leaving the capital at 
£2,400,000, fully paid. The recent rate of dividend has 
been 18 per cent., and presumably this will be reduced 
to 12 per cent. so as to offset the increase in the nominal 
value of the stock. These proposals are obviously to the 
benefit of the stockholders, and while the liability of 
a bank’s proprietors to a further call afforded a real 
protection to depositors in the early days of joint-stock 
banking, the need for such protection has long ceased 
to exist. 
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between each other, historical, political and 

economic. The close ties that bound the two 
countries together during the war will be remembered 
at least as long as those who served in the war survive. 
In times of peace Belgium has been both a competitor 
and a collaborator, in her relations with British industry 
and commerce. Both countries look to the world’s 
markets for a substantial proportion of their income. 
Both countries rely largely upon their heavy industries 
of coal, iron and steel. Both countries are industrial 
rather than agricultural, but both realise the importance 
of agriculture in their economic system. 

For these and other reasons, Great Britain has watched 
with considerable interest and sympathy the vicissitudes 
of Belgium since 1931. She has marked Belgium’s loyal 
adherence to the gold bloc from 1933 onwards until 1935, 
though during those two years Belgium was paying the 
heavy price of growing deflation and depression at home. 
Great Britain watched and welcomed the manner in 
which Belgium freed herself from her troubles by means 
of the devaluation of the belga by 28 per cent. at the 
end of March, 1935. Great Britain appreciated the care 
taken by the Belgian authorities to devalue the belga 
by just the amount needed to restore equilibrium, and 
to avoid any suggestion of competitive currency devalua- 
tion. In this way Belgium anticipated by over a year 
one of the cardinal principles of the Tripartite Monetary 
Agreement of September, 1936. Belgium equally showed 
that while she felt bound to devalue her currency, the 
act did not involve the suspension of the gold standard 
or her defection from the gold bloc. Instead she 
remained a member of the gold bloc up to its final dis- 
appearance in September, 1936, and since then she has 
been practically the only country in the world to maintain 
the gold standard in practice as well as in theory. Mean- 
while, Great Britain was the first to rejoice at the relief 
Belgium gained from devaluation, and at the growing 
prosperity which she has experienced ever since she took 
this vital step. 

The full story of Belgian recovery is still hardly known 


Fy eessreen and Belgium have many connections 
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in Great Britain in all its details. We are, therefore, 
glad to be able to publish in this issue of THE BANKER 
a series of articles by recognised Belgian authorities, 
which between them describe how recovery in Belgium 
has spread to every phase of her economic life. 
Members of the Government, bankers and economists 
discuss such questions as public finance, banking and 
credit, economic and social progress, agriculture, the 
tourist industry, and the Belgian Congo. The articles 
relate almost entirely to the period of nearly three years 
which has elapsed since the devaluation of the belga, 
and between them they provide a complete survey of 
Belgian recovery. 

Running throughout the whole series is one common 
thread. Devaluation in 1935 saved the country from 
deflation, stagnation, unemployment, and threats of 
social disorder. Instead, the currency to-day is now one 
of the most stable currencies in the world, while the 
banking system has been reorganised and is now in a 
thoroughly sound condition. The revenue is buoyant, 
and the ordinary budget is balanced. The Government 
is able to obtain its capital needs. Production has 
expanded, unemployment has decreased, and the previous 
downward pressure upon wages with its attendant threat 
of strikes has been reversed. The position of Belgian 
agriculture has improved and the Congo is making rapid 
progress upon a sound basis. 

How has this complete change from depression to 
prosperity come about? ‘The answer lies in the devalua- 
tion of the belga to the point where it ceased to be 
over-valued in terms of the leading world currencies. 
By taking this bold step Belgium exposed once and for 
all the fallacy of the fear that devaluation only increased 
the cost of necessary imports and brought few offsetting 
advantages in its train. Looking backwards, it is easy 
to establish that the fear is based upon unsound reasoning. 
Devaluation admittedly adds to the cost of imports, 
including that of the imported raw materials required 
by Belgian industry. But all internal industrial 
costs either remain unchanged or do not rise in the same 
proportion; whereas the cost of imports of finished goods 
increase in full proportion to the amount of devaluation. 
To complete the picture, Belgian export industries obtain 
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the full benefit of the devaluation, only offset by the lesser 
increase in their own production costs. Even those 
industries which rely upon imported raw materials gain 
from devaluation more than they lose. The result is an 
industrial revival, accompanied by its attendant benefits 
of fuller employment, an expanding national income and 
budget revenue, and a restored export trade. This is 
the secret of the Belgian recovery since April, 1935. 
To-day the economic stability of Belgium is universally 
recognised. The latest evidence is the sterling loan of 
£4,000,000 issued in London in early December upon 
terms offering a running yield of 44 percent. The British 
Treasury has given its consent to this issue, even although 
Belgium lies outside the sterling area, while not all the 
proceeds of the loan will find their way back to England. 
We are very glad to see that the British authorities have 
not only given their testimony to the soundness of Belgian 
finances, but have also given a new lead to the resumption 
of international lending. We therefore feel that we are 
publishing this survey of Belgium’s economic recovery 
at a most opportune moment. 


The Economic Situation 
of Belgium 


By M. Philippe van Isacker 


Minister for Economic Affairs. 


Sites the monetary crisis of March, 1935, there 
has been a steady improvement in the economic 
situation of Belgium. Up to that date foreign 
trade, which is of paramount importance to a country 
in Belgium’s position, had steadily declined. About 
300,000 workers were unemployed, and surplus stocks 
of raw materials had accumulated at the country’s mines 
and factories. Since then all the available statistics 
show that there has been a sure but slow progress 
towards the complete recovery of economic activity. 
That progress has been so satisfactory that to-day 
Belgium now occupies one of the most favourable 
positions of all nations. 
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By tradition Belgium is an exporting country. She 
works up imported raw materials into finished goods for 
export, her ability to do so being largely due to the 
skill of her workers. The foreign trade of Belgium may 
be gauged from this table :— 


IMPORTS i.XPORTS 
in thousands in millions in thousands in millions 
of tons of francs of tons of francs 
1933 30,697 15,216 19,936 14,328 
1934 31,740 14,021 19,989 13,794 
1935. - 30,606 17,325 20,298 16,146 
1936 ~ 32,858 21,506 21,841 19,944 
1930* .. 23,937 15,345 16,203 14,049 
1937* 28,748 20,546 18,650 19,215 
* First nine months. 


The table, encouraging though it is, does not ade- 
quately reflect the constant progress to better conditions 
which is seen in the monthly figures. If we compare the 
percentage of progress made in foreign trade during the 
first nine months of 1937 with the figures for 1936 
(corresponding period) we find :— 


IMPORTS EXPORTS 

1937 (position as compared with the corresponding period in 1936) 

volume value volume value 

Per cent. Per cent. Per cent. Per cent. 
Jan. .. : + 8 + 35 2 + 15 
Feb. + 13 + 26 2 + 30 
Mar. .. + 15 + 42 + 8 +- 42 
Apr. .. 1. 19 + 45 iL 38 + 50 
May . . + 199 r 425 + 14°8 + 32:2 
Jun. .. + 40°6 +. 50+5 - 80 +- 90°9 
a 4: ig + 25°7 + 32°2 1 65 + 28-7 
Aug. .. + 20°4 - 30°5 2°7 4+- 26-2 
Sent. .. iy + 17 - 20°5 18-7 31 


The encouraging character of this progress, which has 
been emphasised by the returns for the last nine months, 
is rendered more encouraging by the fact that imports 
of raw materials have increased proportionately more 
than total imports, while exports of manufactured goods 
have increased more than total exports. We may con- 
clude, therefore, that we are now getting full return for 
the transformations wrought in Belgian industry. To 
the great enrichment of our country production has not 
ceased to improve. 
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That transformation and its beneficial effects are seen 
also in the statistics of industrial production. The per- 
centage increase in the use of electric power as compared 
with last year has been maintained until to-day. The 
monthly average figure for power generated reached 
371,333,000 Kwh. in 1935; in 1936 it rose to 411,943,000 
Kwh., and during the first seven months of 1937 to 
452,120,000 Kwh. Unemployment has fallen to such 
an extent that there are barely one hundred thousand 
unemployed workers in the whole of Belgium, a figure 
which can hardly be much reduced when one reflects 
that the majority of the workers now unemployed are 
unfit for further work. 

The increase in production has naturally caused an 
increase in purchasing power. The monthly average 
turnover at the clearing houses was 24,997,000,000 francs 
in 1935; 27,031,000,000 francs in 1936; and as much as 
30,522,000,000 francs in the first eight months of 1937. 
The first signs of recovery after the. currency crisis were 
seen on the home market. Improvement in foreign 
trade came later. The index figures for the great stores 
showed a rise in 1937 ascompared with 1936, particularly 
in the categories of furniture and clothing. 

This favourable situation has so far shown no sign 
that it will not be maintained and further improved. 
None the less we may note a certain hesitation in orders 
to industry during the last weeks because of the irregu- 
larities in wholesale prices on the world market and 
because of the currency difficulties in France which are 
necessarily felt at once in our markets. 

Let us turn now to the methods which produced these 
results. First and foremost we must mention the work 
done by the two Cabinets over which M. Paul van 
Zeeland presided and whose policy was aimed at making 
Belgium share to the greatest possible extent in the 
general world recovery. Before the devaluation of the 
belga, industry’s margin of profit had been wiped out 
and was transformed as a rule into loss. The position is 
clearly reflected in the index figures of wholesale and 
retail prices. The wholesale price index corresponds to 
the selling price of industry; the retail index figure 
represents fairly the rise or fall of wages, that is to say, 
one of the principal costs of Belgian industry. 
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The devaluation of March, 1935, corrected the excessive 
difference between the wholesale index figure and the re- 
tail index figure as may be seen from this table :— 


Wholesale price Retail price 





index figure index figure 

annual average difference 
1928 - wi - 843 20 — 23 
1929 és we - 851 874 + 23 
1930 - td 7 744 874 + 130 
1931 sd 4 oi 626 798 + 172 
1932 wis ‘ns ss 532 720 + 188 
1933 cs ba ‘i 501 705 + 204 
1934 ‘is - me 473 666 + 193 
1935 ei i - 537 655 + 118 
1936 wa ea es 588 686 + 98 


The margin between the figures was further lessened 
during the first months of 1937. In March and April it 
was respectively 26 and 23 points. During the last few 
months it has gone up again to between 60 and 70 but 
there is no reason at all for apprehension. 

This evolution of wholesale and retail prices was very 
largely caused by the devaluation of the belga and by the 
subsequent general recovery in all branches of production. 
That recovery has been the constant aim of the govern- 
ment. The official policy in the investment market has 
resulted in a sensible lowering of interest rates on capital. 
Various conversion operations, combined with an able 
budgetary policy, caused a sensational recovery in state 
bonds. Three month’s Treasury bills during the first 
nine months of 1937 bore an average rate of 0-52 per 
cent.; Treasury five-year bonds easily found takers at 
2:5 per cent. The long-term state bonds at four per cent. 
were generally quoted at par. The rate of interest on 
industrial investments which varied from 6 to 7-5 per 
cent. in 1934 and before March, 1935, has gone down to 
4°5 per cent. 

Stimulated by the example set by the government 
and by the concerted policy of our great credit institu- 
tions, the great industrial concerns have taken pains to 
achieve a financial reorganisation such as would transform 
their capital charges. The increase in the capital of joint- 
stock companies, of limited companies issuing shares and 
the like had a nominal value in the first seven months 
of 1937 of Frs. 2,437,210,000 as against Frs. 2,382,444,000 
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for the whole of 1936. A great number of industrial 
companies were also able to make their financial situa- 
tion completely sound without any recourse to the 
market. The net profits of Belgian limited companies 
rose from 1,334,000,000 francs in 1934 to 3,048,000,000 
francs in 1936 and to 2,389,000,000 francs for the 
first six months of 1937. The government’s intervention 
in the matter of charges on industry may be seen 
in its reduction of fiscal charges. For example, there 
is the complete abolition of the “crisis tax.’’ That 
abolition meant a saving to industry of more than 
650,000,000 francs. The government’s policy too, especi- 
ally at the beginning of the period immediately after 
devaluation, was directed to a great public works pro- 
gramme. That programme was primarily intended to 
reduce unemployment, but it was also concerned with 
work of great economic importance and usefulness— 
improvement of roads, extension of the existing road 
system, improvement and enlargement of navigable 
waterways, town planning, etc. From April, 1935, to the 
end of August, 1937, public works set on foot by the state 
and its subordinate authorities meant an outlay of 
2,080,000,000 francs. So soon as it was apparent that 
the economic situation had definitely improved, the 
programme was slowed down a little to allow the ordinary 
factors in production to resume their old influence as far 
as industry, trade and agriculture were concerned. 

The Government’s policy also aimed at getting rid, 
so far as possible, of all the obstacles in the way of 
normal economic development. The principal obstacles 
here were in the sphere of international trade. That was 
why in all its trade agreements the Belgian Government 
tried to obtain some removal of the barriers put to inter- 
national trade. On May 28, 1937, it concluded at the 
Hague a new trade agreement with the signatories of the 
Oslo agreement, which had for aim the suppression of 
quantitative limitations to trade and a decrease in tariff 
rates. That agreement was a tentative effort towards 
a more liberal trade system generally. Belgium needs 
such a system, for it is still organised with an eye on 
foreign markets. 

This brief analysis of the situation will enable people 
to understand the efforts put forth by Belgium during 
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the last two years and also the extent of the progress 
made. It is not possible that Belgium should not suffer 
as a result of the difficulties experienced by other coun- 
tries for she is so intimately bound up with world trade 
generally. But we can at least say that her present 
economic situation is such that she can now take full 
advantage of any further improvement in the economic 
situation of the world. 


Public Finance in Belgium 
By M. Fernand Baudhuin 


Professor at the University of Louvain. 


LTHOUGH there is still room for a certain amount 
A of criticism, Belgium’s public finances can now be 
said to be on a sound basis. The rule is for the 
government to pass an ordinary budget which consists 
of normal administrative expenses, and an extraordinary 
budget which consists exclusively of expense on works 
which should be productive or increase the national 
wealth. It may be said that since 1933 the Belgian 
budget has been balanced. That was a particularly 
meritorious achievement during the period of the economic 
crisis, and it was the result of a policy which was extremely 
rigorous but which was rewarded by success. The year 
1935, the year of the currency devaluation, opened in an 
atmosphere of gloom from the budgetary point of view, 
and there were fears that the year’s budget would end 
by showing a deficit of about a milliard francs. But 
devaluation was so successful that these fears were never 
realised, and actually in 1935, as in 1936, the budget 
showed a slight surplus. 

The budget for 1937 is still in course of execution, 
and it is to some extent an abnormal one because of the 
important fiscal reductions that have been agreed to, 
and which represent from the accountancy point of view 
a loss of roughly one milliard francs. But so far as one 
can judge from the data available the budget will be 
balanced. 

The budget for 1938 which has just been laid before 
Parliament gives the following picture :— 


PUBLIC’ FINANCE IN BELGIUM 15 





ORDINARY BUDGET FOR 1938 
Millions of 








Receipts : francs 
Taxes... ‘ a ie ss ee 9,904 
Post Office, etc... sh e Ks i 485 
Various .. e = - x me 1,003 

Total... uP - .» 32,392 

I-xpenses : 
Public Debt (interest and redemption) 2,436 
Pensions (civil, military and social) 2,574 
Ministerial Departments 5,149 
Repayments to municipalities, etc. 1,159 

Total ats es - os E56 
Surplus .. sé 74 million francs 


The surplus was a matter of necessity because certain 
measures now before Parliament will seriously disturb 
next year’s budget. Owing to the slight economic 
setback noticeable in December the Government intends 
to propose a new fiscal programme which should make 
the budget sound. 

In addition to this ordinary budget there is the 
extraordinary budget, which, as I ‘have hinted, may evoke 
a certain amount of criticism because of its size. It 
amounts to 2,500,000,000 francs, of which 500,000,000 
francs are devoted to an extraordinary national defence 
programme, while 1,250,000,000 francs are assigned to 
public works. These in order of importance include the 
big credits for the construction of new roads, and for the 
completion of the Albert Canal in the Campine. The 
canal, which is already partly open to shipping, will have 
cost, when completed, 1I,700,000,000 francs. 

To finance its works programme the government has 
at its disposal the profit made as a result of the re-valuation 
of the gold in the National Bank after the currency 
devaluation of March, 1935. That has been estimated at 
4,300,000,000 francs, of which 1,300,000,000 francs was 
devoted to public debt repayments and 1,000,000,000 
francs was assigned to a fund to maintain government 
stock. There was thus left 2,000,000,000 francs in gold 
at the Treasury’s disposal, and so far this capital sum 
remains intact. 
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The ordinary budget also includes a large sum assigned 
to debt redemption. It amounts to 600,000,000 francs 
and is sufficient to prevent any rapid increase in the 
national debt. 

Belgium’s public debt has been practically stationary 
for the last ten years. It has varied between fifty-two 
and sixty milliard Belgian francs. Expressed in part 
in foreign exchange, it was increased by our devaluation 
and decreased by the devaluation of the pound sterling, 
the Dutch florin, the American dollar and the French 
franc. Belgium has always paid the interest on its 
foreign debt in the currency of the debtor country, 
particularly the loan from Great Britain issued in London 
before the war when the pound was quoted at twenty-five 
francs in Belgium. The service of this has been met 
in pounds which were actually worth 145 francs. 

While to-day (August 31, 1937) the public debt of 
Belgium has reached a total of 57,550,000,000 francs 
(400,000,000 pounds sterling), that total includes the 
war debts to Britain and the United States which are 
now subject to the conditions governing war debts and 
which have required no outlay since Germany defaulted. 
The debts to those foreign governments which appear 
as liabilities amount to 12,200,000,000 francs, so that 
actually the debt on which interest has to be paid 
is actually only 45,000,000,000 francs. Of that sum, 
20,000,000,000 francs is foreign debt, but once again 
this figure includes liabilities to the British and United 
States governments. The foreign commercial debt is 
therefore only about 8,000,000,000 francs. 

Apart from 2,400,000,000 francs of floating debt, partly 
in the shape of Treasury Bonds issued in Holland at one 
and three-eighths per cent.—representing the residue of 
the Mendelssohn loan of 1934—Belgium’s public debt 
is consolidated. Inside the country there are the five- 
year Treasury Bonds at two and one-half per cent. and 
also Treasury scrip. The issue of the latter has enabled 
the Belgium Government to establish a genuine money 
market which has so far been lacking. The scrip is 
issued by tender twice a month in sums of forty or 
fifty million francs. The total in circulation is 500,000,000 
francs. Until this was issued, only the Congo had 
done any issuing, and thatin averyirregular manner. In 
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February, 1937, the Belgian Government started this ex- 
periment and its results have been remarkable. Up to 
the end of summer the scrip was issued at between 0-45 
and 0-60 percent. perannum. Then there wasa period of 
difficulty which brought the rate up to I-50 per cent. 
The allocation is done by the National Bank. 

The money market is also used by the Institute of 
Rediscount and Guarantee, which is a body controlled 
by the State. It issues and regularly renews scrip 
representing at the moment a total of 85,000,000 francs. 
It consists of sixty, eighty or ninety day maturities, 
and the present rate varies between I-10 and 1°75 per 
cent. per annum. The Congo colony normally issues 
three months’ bonds to a total of from fifty to seventy-five 
million francs. 

Thus it will be seen that although the public finances 
of Belgium still need close watching, they are in a very 
satisfactory state. As to the capital market its func- 
tioning is perfectly normal and shows in how comfortable 
a state our country is. 


Banking and Credit in Belgium 
By Professor R. J. Lemoine 


Assistant General Manager of the General Savings Bank of Belgium. 


HE last two years have seen the reorganisation and 

transformation of the Belgian Banks. The new 

legislation has changed them from mixed banks, 

both conducting ordinary banking business and financing 

industry, into deposit and credit banks. That is to say, 

the new legislation has turned the Belgian banks into 
joint-stock banks after the British model. 

This new status of the banks led them to try to use 
their deposits in short-term operations—discounting, 
subscriptions to short-term government bonds, purchase 
of state bonds. Thus the holdings of the banks which two 
years ago rarely included state bonds now include about 
four and a half milliard francs. Commercial scrip on 
the other hand is relatively scarce and is sought after. 
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The control of the banks which followed this first 
reform did little to modify the character of our credit 
institutions, but it has led to an increase in liquid assets. 
The Banks Commission has seen that the separation 
between credit and industrial financing which falls on 
the holding companies has been rigorously maintained. 
The new legislation increased the popularity of short 
term stock. Treasury scrip issued by the Belgian State, 
by the Congo, and by the Institute of Rediscount and 
Guarantee is ideal from the point of view of the banks 
on whom the Banks Commission imposes strict conditions 
of liquidity. Competition on the market is keen, and 
that is why the Government has been able to obtain 
funds at rates which for months were round about one 
half per cent. per annum. The insistence on the main- 
tenance of liquidity favoured the movement towards lower 
interest rates for scrip called ‘“‘ non-bankable.’”’ That 
type of scrip has for months been almost unobtainable. 
The financing of industry, which was so important a 
part of the work of the banks, is now confined exclusively 
to the holding companies. These have succeeded in 
clearing off the debts of their subsidiary companies. 
Profiting by the amount of capital available and low 
interest “rates, and also helped by market conditions and 
by government policy, they undertook a series of con- 
version operations which in practice are often confounded 
with the repatriation of debt. Actually during the 
difficult years of financial and economic deflation, Belgian 
industrial concerns incurred a good deal of debt abroad. 
Whenever the Belgian capital market was in a position 
to absorb this, the Belgian concerns, aided by the holding 
companies, proceeded to effect important conversion 
operations in order to repatriate their debts. As the 
expansion in industrial profits put at their disposal large 
sums, they took the chance to pay off a part of their debt, 
and Belgian industry is thus rather less cumbered by debt 
than formerly. On the other hand, the holding com- 
panies did not favour the investment of fresh capital. 
Starting from the principle that Belgian industry was 
sufficiently equipped, they did not favour any new re- 
equipment or consequent increase of capital or debt. 
The Government has for a year sought to carry through 
a complete reform of the credit institutions placed under 
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its care or given its guarantee. There are about twelve 
of these in Belgium, and they are very powerful. It is 
impossible here to give any lengthy account of the govern- 
ment measures, but I can give their general line. The 
National Bank which is the rediscounting institution will 
be able to carry out a normal “ open market ”’ policy. 
It will be able to share in the tenders for treasury bonds 
and it will also be able to discount commercial bills of 
longer term than before so as to keep pace with industrial 
development. The various credit institutions, while they 
maintain their individuality and autonomy, are truly 
co-ordinated by a series of ingenious rules. The financing 
of industry will be made easier, especially where it is a 
question of financing a rationalisation scheme or of 
reorganising national industries as a whole. Here the 
Government has already taken certain steps such as have 
borne fruit in England. Agricultural credit will be 
reorganised so as to let peasant proprietors modernise 
their methods by the purchase of tools, by the organisation 
of co-operative societies for production and marketing, 
and also by the acquisition of properties at present under 
lease. Finally the system of export credit insurance has 
been reorganised. 

It is still too early to pass final judgment on these 
credit reforms, for they date only from August, 1934, as 
far as the legislation affecting private banks is concerned. 
Also the decrees dealing with the credit institutions 
placed under the care of the state were for the most 
part published as late as October, 1936. But it can be 
said that the reforms are almost certain to be successful, 
because they have been the result of a realist observation 
of all the facts of the situation. 

Those responsible for the reforms have not been bound 
by doctrinal prejudice, but have paid attention to realities. 
If certain measures taken abroad have greatly influenced 
—and to its advantage—the Government’s policy, the 
Government on its side never lost sight of the fact that 
the Belgian credit system was su generis and that, if it 
was to be reformed, the reforms must bear on them the 
stamp of the natiomal character. 
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Social Progress in Belgium 
Since Devaluation 


By M. Charles Roger 


Secretary of the Office of Economic Reconstruction. 


‘T. appreciate the impact of the March, 1935, 
devaluation upon wages, it is necessary to re- 
member that wage-rates in Belgium fluctuate 
with the cost-of-living index, though with a time-lag 
of two or three months. At the time of devaluation a 
new reduction in wage-rates was due, of a character 
which might have provoked social unrest in the worst 
hit industries. Devaluation, however, was followed by 
a marked general revival in trade, evidence of which 
was found in increased production, in a decline in un- 
employment and in a lowering of interest rates. 

As is usual in a period of recovery, the rise in the cost 
of living preceded any rise in money wages, and therefore 
caused a fall in the real wages of employed workers. 
But the working class as a whole, directly benefited 
through the economic recovery, because of the fall in 
unemployment. The number of unemployed, which 
reached the figure of 291,200 in January, 1935 and 
273,520 in March, 1935, fell in March, 1936, to 170,759. 
It was equally natural that, as skilled workers are in 
greater demand at the beginning of a period of expansion, 
their wages rise proportionately more than the wages of 
unskilled workers. Such a state of things gave rise to 
a certain amount of labour unrest. 

In May, 1936, there was a general election. To 
enable it to modify its composition in the light of the 
results, the Government resigned. At the same moment 
there was an outbreak of social unrest in France which 
was a contributory factor in the strike movement now 
visible in Belgium, a movement which was unofficial 
and not initiated by the trade unions. The strikes 
were quite unlike the outbreaks which had taken place 
during the depression. They were first and foremost 
an expression of the desire of the working class to share 
more directly in the work of social recovery. The strike 
at the Port of Antwerp which broke out on June 4, 
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brought 471,000 workers out and paralysed more than 
1,700 concerns. 

The Van Zeeland Government took vigorous action 
against the occupation of factories by strikers, but it 
also got into direct touch with the big employers’ groups, 
and with the delegations of the trade unions, to try to 
reach an agreement in principle on the social reforms 
that should be carried through. M. Van Zeeland insisted 
on this essential thesis, that any social progress depends 
on maintaining the process of recovery in the economic 
life of the nation. The Government declaration of policy 
of June 24, 1936, began by explaining the social reforms 
made possible by the agreement of June 22—the fixing 
of a minimum wage of 32 francs for an eight-hour working 
day, the granting of holidays with pay, a change in the 
law on wages so as to ensure trade union rights, and the 
progressive introduction of the 40-hour week in industries 
where work is carried on in dangerous, unhealthy or 
uncomfortable conditions. 


According to the figures established by the economic 
service of the National Bank of Belgium, the rise in real 
wages from June, 1936, to June, 1937, has been 7-7 per 
cent. for skilled, and 11-2 per cent. for unskilled workers. 
This shows very clearly the effects of the Government’s 
intervention, for a normal evolution could only have led 
to a further increase in the real wages of skilled workers. 
Believing that family allowances really constitute extra 
wages to men with families, the Government thought it 
fair to increase them. The workers, therefore, who are 
bringing up a relatively large family, and for whom a 
direct rise in wages would hardly have met the case, 
thus received special consideration. The benefit of such 
allowances, which had so far been confined to wage- 
earners, was extended to non-wage-earning craftsmen. 
The law on family allowances now covers 787,000 families, 
in which there are 673,794 children under fourteen years 
of age. 

The law of July 8, 1936, for annual holidays with pay 
was inspired by the spirit which caused the passing of the 
laws on Sunday work and on the eight-hour day. Fol- 
lowing here the example set by twenty-six countries, 
the Government secured for the workers a benefit which, 
so far, had not been granted them as a class. The law 
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lays down the right of every employed person and worker 
in every branch of industry to six days’ holiday with 
pay each year, provided that he has been working with 
the same employer for at least a year. The Government 
defined clearly the principle and applied it by means of 
royal decrees, worked out after consultation with joint 
committees on which sat an equal number of workers 
and employers. Such committees did good work during 
the strikes in June, 1936, and it was their intervention 
which led very quickly to the resumption of work. 

The law was confined to the establishment of the 
principle, that such holidays must be granted within 
certain limits. It did not introduce an irritating control- 
system which would have violated the principle of liberty 
and would have in turn made necessary volumes of 
legislation, and a horde of new officials. Many of the 
joint committees have succeeded in getting special 
agreements made by which the payment of six days’ 
wages has been replaced by the levy in some form or other 
on the employer, of 2 per cent. of wages paid. 

The reform thus introduced was, as can be seen, 
moderate and did not go beyond the economic possibilities 
at the moment. Taking the country as a whole the new 
burden did not amount to 2 per cent. of wages paid, for 
it must be remembered that, when the law was passed, 
holidays with pay were already an established custom 
in many places, or else equivalent compensation was 
being paid. A special department for working class 
holidays was set up to help the workers to spend such 
holidays away from their homes. 

A similar procedure was adopted regarding hours of 
work, and a similar care was taken not to go beyond the 
economic possibilities. This was shown by the law of 
June g, 1936, which laid down the principle that the 
hours of work permitted should be gradually reduced to 
40 hours per week for workers employed in industries 
or sections of an industry, where they had to work in 
unhealthy, uncomfortable or dangerous conditions. The 
Government decided to make the proposed reduction 
obligatory only in certain cases, and after consulta- 
tion with both employers and workers, through the 
medium of the joint committees representing the indus- 
tries affected. In the course of the debates in Parliament, 
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the Government made it clear that the application 
of a rigid formula must not entail a lowering of the standard 
of living of those affected. On the other hand, an exag- 
gerated increase in the costs of production would have 
seriously hampered the work and recovery of our export 
industries, decreased national production, and, as a result, 
led to a rise in the cost of living. A warning was uttered 
against causing a scarcity of skilled labour, which would 
have been the result of a premature or ill considered 
application of the principle. 

As in the case of the law on holidays with pay, the 
procedure laid down is extremely elastic, and calculated 
not to injure the interests of any group affected. The 
application does not depend on the law, but is entrusted 
to the executive power. Any decision taken by the 
Government has to be preceded by consultation with the 
relevant joint committees, the Higher Council of Labour 
and Social Welfare, and if need be, with the Higher Council 
of Health. Three reforms have been carried through 
by means of legislation, these being the establishment 
of a 45-hour week for underground workers in coal mines 
and metal mines, and a reduction in the hours of workers 
at the port of Antwerp. 

Among other reforms, a decree of June 30, 1936, lays 
down that no person can be excluded from welfare 
organisations for health reasons or for the reason that the 
conditions—political, religious, or professional—fulfilled 
when the person was admitted, are now not fulfilled. 
A law of July 17, 1936, prohibits employers from making 
certain deductions from workers’ wages, a practice which 
was sometimes the cause of abuses. 

The programme of public works has been so conceived 
and applied that much of the work undertaken has had 
an educative, social or welfare significance, e.g., the 
construction of playing fields and swimming baths, scienti- 
fic town planning, and sanitary work in the countryside. 

A series of measures, different in their character, have 
been passed to help the pensioned and retired. 

Finally, in accordance with the practice adopted by 
the second Van Zeeland Cabinet, the complicated and 
difficult question of unemployment has been handed 
over to a Royal ‘‘Commissaire.”’ Its findings are still under 
examination. They envisage a system of compulsory 
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unemployment insurance, and propose new measures 
to educate unemployed men of mature age for less 
difficult work, and to enable the best of the workers to 
graduate into skilled labour. 

In conclusion, it may be said that, in June, 1936, 
M. Van Zeeland, as Prime Minister, found himself faced 
with a series of social demands and claims. He had the 
courage to emphasise the intimate connection between 
social progress and economic progress. Thanks to the 
steps he himself took, he was able to keep these demands 
and claims within their proper limits. The fact that 
Belgium has experienced a definite economic recovery 
is the best proof that these limits were not passed, and 
that the Government’s social policy has been successful. 


The Economic Development of 
Belgian Agriculture 


By M. J. Forget 
Head of the Studies Department, Ministry of Agriculture. 


GRICULTURE occupies an important place in 
A the economic life of Belgium, although Belgium 
is on the whole an industrial rather than an agri- 
cultural country. The effect of this fact on agriculture 
has both its favourable and unfavourable side. On the 
one hand the home market is of supreme importance to 
it. In Belgium there are about 450 inhabitants to every 
hundred hectares of land under cultivation while in 
Britain the figure is 235, in Germany 225, in France 120 
and in Denmark 112. Nevertheless Belgian agriculture sells 
97 per cent. of the value of its produce to the home 
markets, or regarded from another angle 80 per cent. of 
the home demand is at present met, in spite of the 
density of the population. Intensity of production is 
seen not only in high output, but in the improvement of 
animal and vegetable products and by selection which 
enables a restricted area to produce a more valuable 
output. 
Small farming is still predominant. Excluding farms of 
under one hectare, there are 292,000 farms of more than 
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one hectare. 250,000, or 86 per cent. of these, are under 
ten hectares and 28,000, or rather less than ro per cent. 
are between 10 and 20 hectares. About one quarter 
of the total population is employed in agriculture and 
that proportion is a determining factor in general policy. 
Thus where trade relations with foreign countries are 
concerned the position of agriculture becomes difficult, 
because of the fact that its interests do not always 
coincide with those of industry and trade. 

In March, 1935, the position of agriculture was 
frankly bad. The so-called deflation policy, followed 
until April, 1935, only aggravated the crisis through 
which agriculture was passing. Inspired by the wish to 
reduce as far as possible the costs of industrial produc- 
tion, the government sought to bring down the cost of 
living and especially to reduce the index figure of retail 
prices which serves as a basis for fixing many categories 
of wages paid in industry. It devoted its attention to 
the prices of foodstuffs, and as the problem of distribution 
was not studied as a whole, much less solved, govern- 
ment action affected not so much retail, as wholesale, 
prices. The result was that prices for animal and vege- 
table products were kept very low. If parallel with this 
steady lowering of the prices of products there had also 
come lowering of agricultural costs of production, the 
difficulties in which agriculture found itself would not 
have been so serious. But it is not so easy to lower 
costs as to lower prices. There are, for instance, the 
fixed charges represented by rents, wages, interest on 
invested capital, etc. Moreover, in his home as well as 
for his farmwork, the farmer has to pay retail prices for 
his needs, and retail prices always tend to be higher 
than wholesale prices. 

Despite tariff and other action by the government 
the position of Belgian agriculture in March, 1935, was 
extremely critical. The gold index figure for agricultural 
costs of production (Ig09g-I913 = 100) was 87, while 
that of agricultural income was only 59. The former 
was therefore considerably higher than the latter. 

There are not yet sufficient statistics available for 
the whole situation to be appreciated, but this com- 
parison of costs with income according to the index 
figures is sufficient. The last figure available, namely, 
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that for September, 1937, shows that the difference 
between the two had by then fallen to 15 per cent. 
This indicates a very definite approach towards equili- 
brium. This improvement which took place between 
March, 1935, and September, 1937, was the result of 
a swifter and greater increase in income than in expenses. 
While the increase in the index figure (paper francs) of 
income rose by 52 per cent. that of costs rose by only 
22 per cent. The relatively slower rise in costs is 
explained in part by the nature of these costs. Lowering 
of interest rates prevented, for instance, a rise in certain 
charges, while agricultural wages did not rise as rapidly 
as those in industry. If we look at the fluctuations in 
income during this period we see that income from the 
sale of vegetable products went up more quickly than 
that coming from the sale of animal products. The 
former benefited less from tariff changes and this explains 
the difference. From March, 1935, to September, 1937, 
income from land products rose by some 64 per cent. 
while income from animal products rose by rather less 
than 52 per cent. 

The position therefore has distinctly improved since 
1935 in nearly all departments of agricultural pro- 
duction. The improvement is due to a series of factors 
which are difficult to define or to isolate. It may be 
said, however, that the currency devaluation, the main- 
tenance of the measures taken to defend the home 
market and the rise in the world prices of several 
vegetable products have all contributed to bring about 
this satisfactory result. In the effort to maintain this 
improvement and to consolidate the gains achieved, 
the government has worked out an agricultural pro- 
gramme which aims not merely at assuring to the 
producer satisfactory selling prices but also at improving 
the quality and marketing of the various products and 
at lowering production costs. With these objects in 
mind M. Pierlot, the Minister of Agriculture, has prepared 
a series of bills which include the institution of a central 
office for milk products and an agricultural credits office. 

Another reform introduced by M. Pierlot is the estab- 
lishment of a new investigation bureau. Its main section 
—that of economic investigation—is entrusted with the 
task of collecting all the necessary data and of studying 














BELGIAN AGRICULTURE 27 


it with a view to action. In this way it is intended that 
agricultural policy shall be based on definite and exact 
knowledge of the situation in agriculture as a whole 
and in every one of its main branches. As a result, 
the whole effort to improve the position of Belgium 
agriculture has been co-ordinated and is now framed on 
definite lines. There is every reason for believing that 
it will lead to satisfactory results. 


The Belgian Congo 
By M. Edmond Rubbens 


Minister for the Colonies. 


HE chief feature of the last ten years in the history 

of the Belgian Congo was the great economic 

depression and the efforts made at recovery from it. 

All the colonial countries were seriously hit by the crisis 

which took the Congo by surprise just at a period of 
intense development. 

In spite of a number of adverse factors such as 
inexperience in the administration of colonies, the struggle 
with the Arabs and the World War, the poverty of the 
soil and the enormous extent of the jungle, and finally 
the fact that the population is sparse and the distances 
enormous, the Belgians had accomplished a task of re- 
markable economic progress in thirty years. They had not 
hesitated to devote large sums to capital development, to 
build thousands of miles of railways, and to put on the 
Congo and its great tributaries a fleet of up-to-date steam- 
boats. A whole network of roads was built to meet the 
needs of motor transport. The great towns on the Congo 
with their modern planning became important centres 
for the whole of Central Africa. The traveller was struck 
with admiration at our great mining industries, at the 
extent of their deposits of copper, diamonds, tin, gold 
and radium, and at the plant at work. 

The crisis slowed down development but at the same 
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time, it had this good effect that it compelled the authori- 
ties to put finance on a sound basis, to concentrate their 
efforts, to develop a better technique, to lower production 
costs, and to increase the output of the worker by giving 
him better professional training and organisation. 

The year 1935 showed an improvement in all branches 
of economic activity in the Congo. This recovery was 
made easier by the devaluation of the Belgian currency 
which led to a restoration of confidence. Production 
increased both in value and in volume, causing naturally 
an increase in external trade, as the following statistics 
show :— 


1935 1936 
Exports (value) . . Frs. 2,000,000,000 Frs. 2,350,000,000 
' Exports (volume) 398,983,263 kgs. 427,270,885 kgs. 


The volume of exports in 1936 was effected by the 
institution of the quota system. Otherwise it would have 
been considerably greater. If the progress made during 
the first months of 1937 is maintained, the returns for 
1937 will show a further and marked increase. The 
following table shows the leading exports for 1935 and 
1936 in volume :— 





1935 1936 

Kgs. Kgs. 
Peanuts .. 2,118,436 6,368,492 
Timber .. 37,191,900 43,457,530 
Cocoa 1,260,179 1,462,361 
Coffee 13,160,688 16,777,306 
Copal 16,867,965 19,798,380 
Cotton .. 23,515,995 26,485,580 
Palm Oil. . 56,788,266 59,960,144 
Ivory 216,217 199,857 
Palm Nuts 64,995,723 92,373,149 
Sugar 8,476,482 8,476,482 


There were also increases in 1936 in exports of sisal, 
jute, raffia, hides, fresh fruit, maize, rice, sesame and 


rubber. 
Imports showed a similar rise :— 
1935 1936 
Value (francs) 613,573,782 828,572,325 
Volume (kgs.) 188,294,502 233,302,747 


As a result of this increase in activity, there was a 


great expansion in internal trade. 


The number of 


commercial, industrial and agricultural enterprises rose 
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from 6,072 in 1935 to 7,01I in 1936. There was also 
a general financial recovery. On a capital of Frs. 
6,342,255,000—issued by 211 Congo companies in shares 
—the net profits were in 1936 Frs. 518,708,000, of which 
Frs. 404,413,000 were paid in dividends, or 6-38 per cent. 
on the capital invested. Finally there has been a drop 
in the number of bankruptcies from 33 in 1933 to 8 in 
1936. These figures cover every class of business in the 
colony. 

In 1918 the Congo was annexed to Belgium and since 
that time there has been a great development in mining. 
In 1908 only 311 kgs. of gold were mined in the Congo. 
In 1911 it began to produce copper and in 1913 diamonds 
and tin. The metals and precious stones detailed below 
are still to-day its principal mined products. The mining 
area is situated in the north-east, east and south-east of 
the colony along the frontiers with the Sudan, Uganda, 
Tanganyika, Northern Rhodesia and north-eastern Angola. 
The 1936 production returns are as follows :— 


Volume Value 

(francs) 
Copper ie 4g se a 97,500 tons 552,000,000 
Gold a a és ‘ 12,035 kgs. 398,000,000 
3. is F oe sit 6,403 tons 195,000,000 
Diamonds .. oe ae aA 4,600,000 carats III,000,000 
Silver ae ie $4 ey 86,840 kgs. 36,000,000 
Palladium .. rr ts os 391 kgs. 8,000,000 
Platinum .. wa A - 99 kgs. 4,000,000 
Tantalum-Niobium ha oi 57 tons ‘2,300,000 
Coal.. - es ni - 14,000 tons 950,000 


Uranium (radium), cobalt and zinc are also produced 
in the Congo. 

The Union Miniére of the Upper Katanga, the Gold 
Mining Company of Kilo-moto and the Forminiére 
Company are the chief producers of copper, gold and 
diamonds respectively. Deposits have been discovered 
in the Ruanda-Urundi territory which is under Belgian 
mandate. That territory in 1936 produced about 1,000 
tons of copper and 400 kgs. of gold. The mining industry 
has greatly helped Belgium in the work of colonisation. 
It has made possible the creation of centres of population 
which of themselves create trade and absorb the pro- 
duction of the agricultural industry. Thanks, also, to the 
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mines the railways are given an important and regular 
trafiic. 

Factories have been set up in the Katanga in the 
districts of Elizabethville and Jadotville for the refining 
of copper. These districts get power and lighting from 
the waterfalls of the Lufira through the plant set up 
by the Sogefor Company. The use of hydro-electric 
power is widespread. Leading examples are the gene- 
rating stations of the Kilo-moto company and those 
in the districts of Leopoldville and Matadi. 

The Congo also possesses a certain number of industrial 
enterprises of various types. Cement works have been 
set up at Leopoldville and in the Katanga. Several 
modern breweries have also been erected. Leopoldville 
is the seat of an important weaving concern, the Texaf, 
which in its mechanised works manufactures clothing 
and bedding for the natives. On the railway from 
Leopoldville to Matadi are the works of the Congo Sugar 
Company, whose production of refined cane sugar amounts 
to 10,000 tons per annum. 

Space precludes a description of agricultural develop- 
ment, but enough has been said to show how the colony 
has grown up out of an area which formerly was virgin 
soil. That colony is to-day so much part and parcel 
of the Motherland that it forms with it a whole which no 
power on earth can disrupt. 


Belgium and the Tourist 
By M. Gregoire 


Managing Inspector of the Department of Tourism in 
the Ministry of Transport. 

HE value of the tourist to a country like Belgium 
became recognisable only when the great economic 
crisis came and there was a sudden depression. This 
forced Belgium to realise the importance of tourist traffic 
as a source of income, and she began to makea scientific- 
ally co-ordinated effort to recover and increase the income 

she derived from foreign visitors. 
She also began to reckon up in hard cash what that 
income was. That it is considerable may be seen from 
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the returns for 1936—the latest year for which figures 
are available. In that year visitors spent 1,874,231 
nights in Belgium. According to calculations made by 
the Belgo-Luxemburg Office of Tourism that total 
represents an acquisition of foreign exchange toa value of 
about four hundred million francs. The statistics, how- 
ever, are very incomplete. They do not cover the whole 
of Belgium, but only a limited number of holiday 
centres. Registration was not universally compulsory 
in 1936 as it will be, in virtue of a new law, from 
January 1, 1938. There are, therefore, very serious 
gaps in the calculation, for no account is taken, for 
instance, of the countless visitors from Holland, 
France and Germany, who come to Belgium for the day 
by car. The last figure ought to be raised from four to 
five or six million francs. 

If we remember that in 1936 the deficit on Belgium’s 
trade balance was 1,561,407,000 francs, we may say 
that the imports of foreign exchange by visitors reduced 
that deficit by more than thirty per cent. 

Belgium’s popularity as a holiday centre dates from 
before the War, but it was only the old established resorts 
of the visitor, places like Bruges, Ostend and Spa, that 
benefited much. More enterprising travellers did indeed 
penetrate into remoter parts, but they were never many 
in number. Then came the Great War, which put an 
end to travelling abroad for a holiday during the years 
it lasted, from 1914 to 1918. The moment it was over, 
however, there came a great boom in foreign holiday- 
making. Every class in society felt the need of getting 
away to other lands and soon all the old recognised holiday 
resorts in Europe proved too small for the millions of 
people who for over four long years had been compelled 
to stay at home. It is not too much to say that after 
1918 the world was discovered all over again. Among 
the new countries which now began to compete for tourist 
traffic, Belgium occupied a privileged position. The 
fame she had won during the War had drawn upon her 
the eyes of all people, with the result that not only 
did those who had known and loved her before the War 
gladly return again, but thousands more came, to whom 
before 1914 Belgium had been nothing but a name on a 
map. 
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These were prosperous years for Belgium. Holiday 
resorts increased in number and the transport and road 
systems were greatly improved so that che demand 
created by this new influx of visitors could be met. 
Places which in earlier days were known only to a few 
people who had discovered their charms for themselves, 
now became holiday centres for everyone. Others whose 
reputation was already established, soon had an immense 
cosmopolitan crowd flocking to them and enjoyed a 
prosperity hitherto never reached. 

Then came the crisis, the slump, and the recovery, 
and to-day Belgium has a tourist traffic far in excess of 
that in the immediate post-war years. That traffic 
is growing steadily. It is doing so for two reasons, 
the attractions Belgium offers and the measures the 
State has taken for the comfort and convenience of 
visitors. 

To understand the attractions of Belgium, it must 
be remembered that the country, small though it is, 
presents a variety of scenery and holiday possibilities 
which, given equal areas, are not equalled in any other 
country. On the one hand, there is a long, straight 
coast-line, edged with broad sandy beaches, dotted with 
sunny watering places where the traveller can have every 
comfort, and wide stretches of flat fertile country cut 
by picturesque canals, with many low valleys as one 
gets nearer the centre of the country. On the other 
hand, there is the region which lies round the valley 
of the Meuse, a region of hill and forest, wild and steep 
in places, elsewhere less wild and very attractive. That 
is the region of the Ardennes. Between these two, in 
the north and in the south, there is pleasant countryside, 
with its woods and meadows, in places smiling landscapes, 
in others a countryside with that touch of melancholy 
such as the Campine has, which has been described by 
so many of our best writers. And lastly, there is one 
of Nature’s wonder-works, the grottoes of Han. 

And dominating the whole scene are the great cathe- 
drals of those towns so beloved of the artist, whose names 
go resounding down the pages of world history—Brussels, 
Antwerp, Bruges, Ghent, Liége, Tournai, and so many 
others. Schools of art arose in Belgium which can hold 
their own with the most famous in Europe. The Belgium 
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museums are richly stocked and preserve in pious tribute 
in the places where they worked the paintings of great 
artists such as the Van Eycks, Roger de la Pasture 
(van der Weyden), Memling, Pierre Brueghel, Rubens 
and Van Dijck. Almost every spot in Belgium holds an 
historic memory—of the War of Ig14-1918, like the 
Yser region, Mons and Liége; of the Napoleonic epic 
like Waterloo; or of the Crusades like Bouillon, where 
there are still to be seen the ruins of the castle where 
once lived the first King of Jerusalem. 

That is a short statement of our wealth, a statement 
whose importance is seen when one remembers that all 
these beauties, natural or artistic, are only a few miles 
distant from one another. 

Now to turn to the equipment available for the 
entertainment of the visitor. Here Belgium’s position 
is very strong. Its railways system which for many 
years has been the densest in the world, is over three 
thousand miles in length. That means that there is 
hardly any place, even the most remote, to which one 
cannot get by rail. If, from the point of view of the 
tourist traffic, ease of access is a factor of the very first 
importance, it will be seen how advantageous is the 
position of Belgium’s artistic and holiday centres. The 
national railways have deliberately adopted a policy of 
steady modernisation; they have put on the tracks 
all-metal carriages which are the safest and most com- 
fortable; they are actively engaged in electrifying the 
system and are trying every day to shorten the time 
taken in travelling. To-day the seventy-six miles which 
separate Ostend from Brussels can be covered in seventy 
minutes. In addition, the national railways offer the 
traveller a whole series of reduced fares, of which I need 
only mention the five and fifteen-day tickets which are 
available over the whole system. 

No effort has been spared to connect Belgium with 
foreign countries by other means than rail, and Belgium 
has not fallen in this sphere behind any of her neighbours. 
Britain is linked to Ostend by a service of mail steamers 
of which the two last put in commission, the Prince 
Baudouin and the Prince Albert, are the most perfect 
and most modern of their type. A night service (London 
and North Eastern Railway) links Antwerp daily with 
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Harwich. The air services of the S.A.B.E.N.A. link 
Brussels, Antwerp, Ostend and Le Zoute with all the 
great cities of Europe—London, Paris, Rotterdam, Am- 
sterdam, Cologne, Duesseldorf, Essen, Copenhagen, 
Malmoe, Stockholm, Prague, etc. All these services are 
helped and maintained by the Government through the 
Ministry of Transport and its Department of Tourism. 

One of the bases on which tourist traffic, national 
or international, must rest firmly is the hotel industry. 
From the point of view of the number of persons employed, 
the hotel industry takes second place in the list of Belgian 
trades. That indicates how greatly it has developed, 
and no such development could have taken place if the 
country were not, as it were, fated to be a great holiday 
centre. A recent law has given the hotel industry a 
definite status. By that law it is placed under Govern- 
ment control and the effect has been that now no foreign 
visitor to any Belgian establishment given the name of 
“hotel’’ may have to fear a disagreeable surprise of 
one kind or another. Another law compels all hotels 
and restaurants to set out their tariffs and to keep to 
the prices exhibited. There are to-day about 2,420 
recognised hotels in the country, apart from pensions, 
inns and rooms to let of all kinds. For so small a country 
this is a very high figure. 

Lastly—and, if this is not the principal attraction 
it is at least a very convincing argument—there is the 
low cost of living. Here, our little country, whose 
cultural and industrial evolution has been on a par with 
those of its great neighbours has no rival, in spite of 
the successive currency devaluations, which have lessened, 
if not absolutely at least provisionally for the visitor, 
the cost of travel, lodging and living. 
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The British Banking Year 


HE 1937 accounts of the English banks have still 
to be published, but many of the Scottish banks 
have already issued their reports for 1936-37, and 
these all indicate increased revenues and earnings. On 
the other hand, there is already some evidence that the 
rate of increase in both bank cash and deposits was 
rather less last year than in previous years. Thus, 
considering the year November, 1935, to November, 
1936, the cash holdings of nine English clearing banks 
rose from {211-0 to {221-8 millions, that is, by 5-1 per 
cent. For the year to November, 193 )37, the cash holdings 
of ten English clearing banks (including the District 
Bank) rose from {223-6 to {231-6 millions, or by only 
3:6 per cent. The same tendency is noticeable in the 
case of deposits. The parallel 1935-36 increase for nine 
banks was from {2,002-0 to £2,171-3 millions, or 8-4 per 
cent. The parallel 1936-37 increase for ten banks was 
from £2,243°3 to {2,272-9 millions, or only 1-3 per cent. 
Finally, during 1935-36, the banks let their aggregate 
cash rates drop from 10-5 to 10-2 per cent. During 
1936-37 it rose from 10-0 to Io: 2 per cent. 

The impression left by the sak twelve months is that 
there has been a definite slackening off in the rate of ex- 
pansion of the credit base. It is noticeable that during 1937 
the Bank of England only bought a limited amount of 
gold; for the big purchase from the Exchange Equali- 
sation Account at the end of 1936 was almost entirely 
offset by the simultaneous reduction in the fiduciary 
note issue. Moreover, practically all the gold bought 
during the year was used to cover the year’s expansion 
of about £35 millions in the note circulation, for the 
Bank’s Reserve has only risen by a few millions. Bankers’ 
deposits at the Bank of England are subject to such 
variations from week to week as to make a comparison 
between specific dates in two consecutive years liable 
to be misleading, but, again, on the whole there is little 
evidence of any big expansion during 1937. A final and 
more significant fact was the decision of the authorities 
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in November to provide for the Christmas expansion in 
the note circulation by means of a temporary increase 
of {20 millions in the fiduciary note issue. That decision 
certainly conveys the impression that the authorities 
think that the credit base is not in any need of further 
enlargement. 

In these circumstances the English banks have had 
to meet during the year a growing demand for credit 
at a time when their cash holdings, and therefore their 
power to extend credits, were only expanding to a 
limited extent. This meant that there had to be some 
redistribution of these earning assets—that beyond a 
point, if they desired to grant more advances, they had 
either to reduce their investments or allow some of their 
bills to run off without replacement. Nor had they 
entirely a free hand, for in addition to the traditional 
cash ratio oi Io per cent., the banks also try to maintain 
a maximum ratio, of between 70 and 75 per cent., of 
investments plus advances to deposits. Thus, a growth in 
advances may in time necessitate a realisation of invest- 
ments rather than a contraction in the banks’ bill 
portfolios. 

The year’s experience of the ten English clearing 
banks is set out below :— 















































l | 
| Nov. | Jan. | Mar. | Apr. | June | Sept. Oct. | Nov. 
| 1936. | 1937. | 1937. | 1937. | 1937. | 1937. | 1937. | 1937. 
{mn. {mn. | {mn. {mn.| {mn {mn. {mn. | £mn. 
Deposits | 2,243 | 2,269 | 2,207 |22r4 2,255 |2,250 |2,275 | 2,273 
= | i 
Cash | 234 | 234] 222] 226 238 234 231 232 
Call and Short | | 
Loans 159 174 | 165 172 166 157 160 155 
Discounts | 349 344 | 246 239 257 279 295 296 
Investments.. | 660 654 | 652 646 | 638 626 62 619 
Advances 873 | 865] 919 | 931 | 947 | 957] 967 | 970 
Ratio of cash| % | % | % | % | % | % | % | % 
to Deposits 10-0 | 10-3 | Io'I | 10°2 | 10-6 | 10°4 | 10°2 | I0°2 








To understand how the banks have coped with the 
slight change in conditions hinted at above, it is easiest 
to set out the November, 1936 and 1937, statements, 
both in absolute and ratio form. 
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November, 1936 | November, 1937 Change 
in 

Amount Per — itil Per cent.| amount 

| (£ mill.) deposits | (£ mill.) deposits (£ mill.) 
Deposits .. .. | 2,243 7 — | 2,273 | — | +30 
Cash . | 224 10-0 232 102 0-2 | + 8 
Call and Short Loans 159 7*I 155 6-8 —4 
Discounts .. | 349 15*5 | 296 130 | —53 
Investments - 640 | 28°5 619 | 27°2 —2I 
Advances... -- | 873 | 39°8 970 73_ | 39°8 | 970 | 42°6 | +97 


Broadly speaking, there has been a shrinkage, both 
absolutely and proportionately, in call and short loans 
and also in discounts. Advances have risen by {£97 
millions, and the ratio of advances to deposits from 39°8 
to 42:6 per cent. Conversely, investments have been 
reduced by {21 millions. In consequence the ratio of 
advances plus investments to deposits has only risen 
from 68-3 to 69-8 per cent. It is still just below 70 per 
cent. and well below the ratio of 75 per cent. which has 
been suggested as the absolute maximum. Also the 
ratio to deposits of advances alone is well below the 
1928-29 ratios of 50 to 55 per cent. Thus, even in the 
absence of any further enlargement of the credit base 
the banks would still be able to increase their advances, 
though they would probably have to reduce their in- 
vestments still further. On the other hand, the French 
railways’ sterling credit raised early in the year was 
repaid during December. This increases, perhaps by 
£30 millions, the banks’ power to lend elsewhere. 

From the banking point of view these trends are in 
the right direction. The accumulation of securities by 
the banks during the early stages of recovery often 
excited the comment that the banks were becoming 
investment trusts. While this was an obvious exaggera- 
tion, the present movement out of securities into ad- 
vances is greatly to be welcomed as tending more 
towards the banker’s normal business of granting short- 
term loans to his customers. Meanwhile, the growth in 
advances has been very wide-spread, as is shown by the 
following table extracted from the Bank of England’s 
statistical summary for November. 
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1936 1937 Difference 
{mn. {mn. £{mn. 











Textiles (cotton, wool, silk, linen, jute) 39-9 43°8 3°9 
Heavy industries (iron, steel, engineer- 
ing and shipbuilding) - -- 40°9 49°9 + g:2 
Agriculture and fishing 52°7 60-1 + 2°4 
Mining and quarrying (including coal) 18-1 I5°I — 3:0 
Food, drink and tobacco - -. 29°4 32°5 + 3-1 
Leather, rubber and chemicals ‘ 12-6 15°3 2°7 
Shipping and transport (including rail- 
ways) .. “= as es <- 23°23 20°I — 3°I 
Building trades . . sk “% -- 61°5 68-2 + 6°7 
Miscellaneous trades .. oh .. 67°4 74°7 + 73 
Retail trade... 60-1 64-0 + 3°9 
Local government authorities and pub- 
lic utility companies (excluding rail- 
ways) .. ~-. 50°4 54°2 + 3:8 
Amusements, clubs, churches, ete... 40°5 44°5 + 4:0 
Financial (including banks and building 
societies) ay ne a ~- 10Q°5 118-2 + 8-7 
Other advances “i “A .. 258°5 300°4 +41°9 
Total ais a és .. 869°5 g6I-o —9QI°5 


Naturally the increase is very noticeable in the case 
of the heavy industries, but the growth of “ other 
advances,” which presumably includes all loans to pro- 
fessional and private borrowers, suggests that the banks 
have been financing consumption as well as the manu- 
facture of capital goods. Part of these loans, no doubt, 
were used by the borrowers to finance dealings in 
securities, but there is no reason to fear that the set- 
back on the Stock Exchange has affected the banks as 
distinguished from their customers. More recently, the 
growth in bank advances may arise from the difficulty 
experienced in placing new capital issues upon satis- 
factory terms. Many interests may, under present con- 
ditions, prefer to borrow from their bankers, pending 
a favourable turn in the stock markets. The summer 
and autumn reaction in prices of equities also probably 
induced a certain number of investors to switch out of 
equities into gilt-edged stocks. This may explain the 
relative strength of the gilt-edged market in spite of the 
reduction of the banks’ investments. 

The contraction in call and short loans and discounts 
is less easy to understand. The total volume of Treasury 
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bills raised by tender was on December 5 last, much the 
same as a year before, so that obviously rather more 
bills are being held elsewhere. The repatriation of French 
capital since October means that fewer Treasury bills are 
now being held upon French account, which makes it 
harder to determine where the bills are being held. 
Still, the fact that discount rates are no higher than a 
year ago shows that the banks have been able to reduce 
their holdings without upsetting the discount market in 
the slightest degree. 

There remains the question of the banks’ profits. 
Here we must await the issue of the results for 1937, 
due in a few days’ time. Still, the increase in Scottish 
banking profits augurs well, and the growth in advances 
must have added to the earnings of the banks. There 
has been no change in the course of business such as to 
create a new crop of bad debts, and it is reasonable to 
assume that the banks took precautions to cover them- 
selves in this direction against the year’s fall in security 
and commodity prices. Any depreciation in the banks’ 
own investments can be easily covered out of reserves. 
Hence, while no big increase in the net profits of the 
banks can be expected, the results for 1937 should 
compare favourably with those of the previous year. 





British Empire Banking 
in 1937 


By H. Dargan Roberts 


N a world overshadowed by war and the fear of war, 
I the British Dominions have continued to enjoy a 
prosperity that in no way diminishes. Nevertheless 
trade and finance to-day present some strange contrasts. 
Money is plentiful and cheap throughout the greater 
part of the world; yet the prices of commodities and of 
capital, as represented by stock-market values, have 
suffered severe falls. Although the liquidity of banks in 
general is sufficient to support a much larger volume of 
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credit, the demand for such credit is exerted only to a 
limited degree. Savings accumulate; labour remains 
idle; then why is the entrepreneur so lacking in 
enterprise ? 

Surely, the answer lies in the uncertainty arising out 
of the tendency to national isolation! To the appre- 
hension caused by international unfriendliness must be 
added the handicaps placed upon world trade, and the 
caution incumbent upon the business man who does not 
know, from one day to the next, with what major change 
of policy he may be confronted. 

It is a most welcome circumstance that efforts are now 
in progress to dispel these fears. The British Government 
are negotiating, on the one hand, with the Powers of 
Europe, for peace and co-operation; on the other hand, 
vith the United States of America, for an extension of 
trade and a lowering of tariffs. Success or failure may 
have such tremendous repercussions throughout the 
world that these negotiations must be regarded as the 
most important factor in the economic outlook. The 
Dominions, no less than other countries, will be profoundly 
affected. It has therefore been thought well to emphasise 
this background of world affairs, before examining in 
greater detail the conditions within the Empire itself. 
Australia. 

During the past year Federal Elections were held in 
Australia. Mr. Lyons was returned to power for the 
third time, so a continuance of conservative finance may 
be expected. 

The balance of trade in favour of the Commonwealth 
has increased considerably during the last three years, 
as the following figures will show :— 


Year to Exports Imports xcess of Exports 

June 30 f£. stg. f. ste f. stg. 
1g3z .. isi $5,000,000 45,000,000 40,000,000 
1935 -- g0,000,000 74,000,000 16,000,000 
1936 . 108,000,000 85,000,000 23,000,000 
1937 -- 4p .. 126,000,000 90,000,000 36,000,000 


The annual service of the overseas debt requires some 
{22,000,000, and it is estimated that after allowing for 
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this, and other debit and credit items, foreign balances 
will have been increased by about £20,000,000. 

The experience of the wool industry has until the 
recent fall in prices been very satisfactory. The average 
price, which rose from g?d. per pound in 1935 to 144d. 
in 1936, reached 163d. in 1937. The total value of wool 
exported ‘uring the 1936-37 season was about 
£fAG2 10 ), against £A52,000,000 for the previous 
seasoi .c the beginning of the year Japan agreed to 
purchase 800,000 bales of Australian wool by the end 
of June, 1938, in exchange for Japanese textiles. Since 
then, about 300,000 bales have been so taken, but the 
hostilities with China have made it uncertain whether the 
remainder wiil be taken. Tension in Europe and 
uncertainties in the United States have also had a 
depressing effect. 

The quantity of wheat exported has declined, but, 
owing to the higher price obtained, the proceeds have 
amounted to about £A24,000,000, or £A6,000,000 more 
than in the previous season. 

Schemes for the marketing of certain products such 
as butter and dried fruits have had an unhappy reception. 
The intention was to maintain higher prices internally 
so as to compensate domestic producers for low prices 
abroad. The Federal Constitution, however, provides for 
free trade between the States of the Commonwealth, and 
it will be recalled that many of the schemes were upset 
by an unfavourable decision of the Privy Council. To 
overcome this, a constitutional amendment giving the 
Commonwealth Government power to control marketing 
was submitted to a referendum. The proposal was 
rejected, though whether the electorate was expressing 
its dislike of discriminating monopoly or its disapproval 
of Federal intervention remains open to conjecture. 

The Federal Budget for the current year is approxi- 
mately {£A85,000,000. Expenditure is slightly less, 
though new armaments are expected to increase the 
cost of defence by £A3,500,000. Part of this increase 
will be met by borrowing. 

Trading bank deposits, which were £Az29I,000,000 
at the end of June, 1936, had risen to the remarkably 
high level of £A313,000,000 a year later. This is obviously 
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due to the increased exports. Advances, however, showed 
little movement, being approximately £A262,000,000 at 
both dates. Investments in Government and municipal 
securities were unchanged at £A44,000,000, but cash 
resources increased between the two dates from 
£A31,000,000 to £A38,000,000. These figures exclude 
the Commonwealth Bank, but it should be noticed 
that that Institution’s funds at short-call in London 
have risen from {22,000,000 in September 1936 to 
£36,000,000 in September, 1937. 

Mention must also be made of the report of the 
Australian Banking Commission, which has recently 
been the subject of special articles in THE BANKER. 


Canada. 
The following figures indicate the state of Canada’s 
foreign trade : 





Surplus of 
Exports Imports. Exports 











($ millions) 


oo. —_ ‘3 re ” 560 452 108 
1936... és - << 1,028 635 393 
1937 (estimate) - = 1,099 790 309 


The estimate for 1937 is based on the actual returns 
for the first nine months of the year only. 

Canada probably has the best-balanced economy of 
all the Dominions. Agriculture is well diversified and is 
tending to become relatively less important. Lumbering 
continues to hold its own, but extractive and secondary 
industries are developing rapidly. It will surprise many 
people to know that, in the year 1936, foreign tourists 
spent no less than $250,000,000 in Canada. 

The production of wheat, once the staple crop of the 
Dominion, is in a less favourable situation. It is true 
that the 1937 harvest is of very high quality, but the 
total output is estimated at no more than 188,000,000 
bushels. This is the lowest figure since 1914, when the 
acreage under wheat was less than half that of to-day. 
The Saskatchewan crop, some I5 per cent. of the long- 
term average, was hardly worth the harvesting. 

Distress in the Prairie Provinces has necessitated 
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heavy relief expenditure and seriously unbalanced pro- 
vincial budgets, and the Bank of Canada has recom- 
mended that Federal assistance be provided for Manitoba 
and Saskatchewan. A Royal Commission is about to 
investigate the whole problem, including the relationships 
between the Federal and provincial Governments. 

The Federal budget promises well. After a melancholy 
series of deficits, the year ending on the 31st March, 1937, 
closed with a deficit of only $88,000,000, against a previous 
deficit of $160,000,000. The deficits have been due to 
heavy expenditure in connection with unemployment 
relief, public works and the Canadian National Railways, 
but all these burdens should be reduced in the current 
fiscal year. On the Ist June last, the index of employment 
at 114 per cent. was 50 per cent. more than in April 1933, 
and only 10 per cent. less than in August, 1929. For the 
five months to the end of August, 1937, revenue was 
$244,000,000; expenditure, $145,000,000; against corre- 
sponding figures for 1936 of $202,000,000 and $150,000,000 
respectively. It may not be out of place to mention here 
a tendency for Canadian investments abroad now to 
exceed capital movements into the country. 

During the past three years, deposits in Canadian 
banks have increased by approximately 20 per cent. 
Commercial loans, on the other hand, reached in 1936 
the lowest figures recorded for 25 years. Investments 
have therefore come to form a very substantial part of 
the banking system’s assets. In 1928, commercial 
loans represented about 45 per cent. of deposits; 
investments 20 per cent. The 1937 figures were respec- 
tively 33 per cent. and 64 per cent. It is good to observe 
that advances have once again begun to rise. At the 
end of June they totalled approximately $728,000,000, 
against $657,000,000 twelve months earlier. Frozen 
wheat advances appear largely to have been liquidated 
and these repayments no longer offset new borrowing. 
Interest rates tend to harden and revenues to rise. 

The Social Credit Government of Alberta has been a 
thorn in the side of Canadian banks for some time. But 
the intransigeance of facts has led to dissension within 
the Party, and disillusionment without. Its manifest 
weakness need not detain us here. 
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India. 

Since the Viceroy’s declaration regarding the powers 
of the Provincial Governors, Indian politics appear to 
have entered a calmer period. The phase coincides with 
a time of active trade, as the following comparative 
figures will show :— 


Balance of Trade (Rs. Lakhs.) 








(+ = net export; — = net import.) 
First eight months 1935 1936 1937 
Balance of Trade in Merchandise .. + 15,68 + 34,95 + 41,61 
do. do. Gold (Private) .. +30,62 + 22,73 + 11,25 
do. do. Silver(Private).. + 1,95 — 9,39 — 5,87 
do. do. Currency (Private) 
notes .. oo => ,22 tT ,55 + 12 
Balance of Transactions in Treasure + 32,79 +13,49 + 5,50 
Total Visible Balance of Trade -- +4847 +4844 + 47,11 
Purchases of Sterling by Reserve 
Bank of India as -- — 34,13 —28,89 — 37,66 


It will be observed that, while the favourable balance 
of trade has hardly varied, imports are now paid for 
almost exclusively by exports of merchandise, instead of 
by treasure. 

The budget for the fiscal year amounted to Rs. 8,341 
lakhs. On the basis of the taxation in the preceding year, 
it was estimated that a deficit of Rs. 342 lakhs would 
occur, and mention was made of the results of converting 
revenue tariffs into protective tarifis. The deficit was 
to be made up, however, as to Rs. 184 lakhs, from a 
special reserve fund created to meet expenses of the 
constitutional changes, and, as to the balance, by 
additional duties on sugar and silver. The Central 
Government will not normally finance deficits of Provin- 
cial Governments, which must borrow from the money 
market through the Reserve Bank. 

The Reserve Bank has issued an interesting report on 
rural credit. Before the Indian farmer can receive 
credit, he must be worthy of it. To achieve this condition, 
he needs state assistance in the form of improved hygiene, 
irrigation, roads, education and the like. He must be 
relieved of the burden of usury. The marketing of his 
crops cannot be financed by commercial banks until the 
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technique of that marketing has been improved. The 
liquidity of the Co-operative Credit Societies must be 
restored. 

On the whole, the year has not been unsatisfactory 
for the Indian banks. The increased activity of trade, 
especially during the first half of the year, led to a greater 
demand for advances, and a notable hardening of interest 
rates. Deposits and Advances of the scheduled banks, 
and the active note circulation, all showed marked 
expansion. 


New Zealand. 

New Zealand prospers. In the year 1930, her surplus 
of exports over imports was only £{NZ600,000, but for 
the year 1936 it amounted to {NZ1z, 000,000. 

The following figures for her overseas trade may be of 
interest :— 








Excess of 
First sevenmonthsof Exports Imports Exports 
1935 re .. £NZ30,327,000 {£NZ19,665,000 £NZ10,662,000 
1936 ee ie 38,911,000 23,440,000 15,471,000 
1937 bi — 46,925,000 30,571,000 16,354,000 


The net holding of overseas funds by the banking 
system has declined from £NZ44,000,000 at the end of 
June, 1936, to £NZ37,000,000 at the end of June, 1937. 
The fall has been attributed, apart from seasonal 
fluctuations, to repayment of overseas debt and to 
investment in Australia. 

Banking statistics show the changes usually associated 
with the upward phase of the trade cycle. During the 
twelve months to the end of last June, non-interest- 
bearing deposits rose from {NZ 27,853,000 to 
{NZ 33,156,000, while interest-bearing deposits declined 
from £{NZ37,624,000 to £NZ34,383,000. Advances in- 
creased from £{NZ44,487,000 to £{NZ47,006,000, and the 
active circulation of Reserve Bank notes, which in June, 
1936, was £NZ7,222,000, rose to £NZ8,659,000 a year 
later. Prices are rising. A significant long-term move- 
ment is shown in Savings Deposits. The total of these 
was £{NZ42,000,000 in March, 1933, but, four years later, 
it had reached the figure of £NZ58,000,000, and is still 
rising. 
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The Labour Government continues an energetic policy 
of social legislation. For example, the Industrial Eff- 
ciency Act provides for the compulsory rationalisation of 
any industry for which a Government-sponsored plan is 
accepted by a majority in the industry. Again, many 
important institutions are nationalised or subject to 
some form of State control. Chief among these are the 
Reserve Bank, the Bank of New Zealand, the railway 
system, and the State Advances Corporation. The 
marketing abroad of certain major products is also in 
Government hands, and, as the relative exchange now 
accrues to the State, the commercial banks have lost an 
important source of revenue. 

The budget for the year 1937-8 anticipates a revenue 
of nearly £NZ35,000,000, against £NZ31,000,000 for 
1936-7 and £{NZz26,c00,000 in 1935-6. In the period 
covered by these figures the cost of social services has 
gone up from £NZ7,750,000 to £NZ17,340,000, largely on 
account of pensions. Heavy capital expenditure has been 
provided to a considerable extent from the funds of the 
Post Office Savings Banks. At the end of September 
last, the return of the Reserve Bank showed advances 
to the State to the extent of £NZ4,565,000, much of which 
was on account of the Dairy Industry. Industrial 
legislation has tended to increase costs. On the whole, 
however, it is considered that the Ministry consists of 
practical men who are not likely to overstep the bounds 
of prudence. 








South Africa. 


South African trade continues to expand, as the 
following figures testify :— 








First eight months of 1936 1937 
Exports 
excluding gold .. a ..  £19,521,000 £27,666,000 
gold bullion a4 oe es 57,666,000 54,772,000 
Total .. a be 77,187,000 82,438,000 
Imports ait a ..  £55,888,000 £67,302,000 


Some apprehension was felt in the early part of the 
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year, during the “‘ Gold Scare,’’ but there is as yet little 
evidence of any recession. Most industries continue to 
expand, though at a slower rate than has been experienced 
in past years. Building activity is less and the number of 
new company flotations has declined, but the country in 
general remains confident. Farmers, especially the wool- 
growers, have had a very good year although drought 
has been a severe handicap in many areas. 

The Minister of Finance continues to present excellent 
budgets. Out of a total revenue of £42,855,000, for the 
twelve months to March, 1937, there was a surplus of 
£5,145,000, against £3,035,000 for the preceding year. 
In the current fiscal year, the Finance Minister is deliber- 
ately budgeting for a surplus, which he estimates at 
£1,500,000, to be available for capital expenditure or debt 
redemption. 

The state of the commercial banks is summarised in 
the following table :— 

30th September, 30th September, 








1936 1937 
Deposits 
Demand .. = i ..  £72,208,000 £74,117,000 
Time a jn és ts 14,986,000 17,762,000 
total .. ae wy = 87,194,000 91,879,000 
Advances and Discounts ..  £50,633,000 £58,821,000 
Balances with Reserve Bank ..  £18,251,000 £17,999,000 


It is apparent that, while a substantial increase in 
both deposits and advances has occurred during the 
twelve months in question, the position remains very 
liquid. During the same period the note circulation 
has increased by nearly £2,000,000 to £17,307,000. 


Banking Education 
By A. V. Barber 


III 


N “ The Advancement of Learning,’ Bacon gives a 
classification of the two courses which procure a 


” 


ready use of knowledge. These are “‘ Preparation 
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and “‘ Suggestion '’"—and a clear distinction between them 
is not inappropriate when applied to technical as well 
to general education. 

Preparation we learn enables a man to deal with 
special cases so that when he “ cometh to a particular, 
he shall have nothing to do but to put to names and times 
and places, and such other circumstances of individuals.” 
Indispensable though it is, the philosopher regarded this 
course as “ scarcely a part of knowledge.’”’ In the form 
of concentration upon text-books it is too often the sum 
total of study which, when not purely ephemeral in 
effect, is still inadequate as training for future responsi- 
bilities. Hence the distrust often entertained by higher 
executives as to the practical value of academic attain- 
ment expressed in terms of examination success. 

Suggestion or the chief “‘ part of knowledge ”’ calls for 
more than text-book study, however assiduous. In 
Bacon’s words, “ it doth assign and direct us to certain 
marks or places, which may excite our mind to return 
and produce such knowledge as it hath formerly collected 
to the end we may make use thereof.’’ More is needed 
than to satisfy the requirements of the examination 
system, which, however necessary, offers no assurance 
against the futility of perfunctory study. The late 
Dr. Phe Ips of Oriel College used to describe the typical 
experience of an examiner “dealing viva t 1oce with the most 
hardened case of repeated failure in “‘ The Schools ’”’ at 
Oxford. After several unhappy attempts a question is 
put which brings an unexpected gleam ot inteiligence over 
the countenance of the examinee, fresh from his crammer’s 
efforts. The question is familiar, but the light fades 
suddenly when he realises that he is still unacquainted 
with its answer! Yet with better memory though as 
little understanding, he might have satisfied the examiner. 

In applying Bacon’s principle to the educational 
machine, we see that the most elementary course should 
impart more than factual instruction, and as is often 
claimed for it, education should provide a mental approach 
to novel circumstances and inspire self-reliance and 
initiative. Unfortunately deficiencies in the educational 
equipment of the average youth who seeks clerical 
employment are such that as Mr. Bland complains, 
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‘‘ pupils come to the banks even with a Higher Education 
behind them, who rarely write a decent hand (especially 
the boys), often cannot spell, can scarcely ever add up 
correctly a column of figures, have little knowledge of 
even the most elementary geography, and scanty command 
of the English language: precision of thought, with 
accuracy and neatness as its corollaries, seem to have 
little meaning for them... .” 

In such conditions to undertake subsequent specialised 
training out of office hours becomes a heavy task. 
Whether a low average standard is the fault of the 
Secondary, Grammar or Public Schools is a matter 
beyond the scope of this subject save for one important 
consideration which might be adduced to the contrary. 
In these days education authorities are continually 
skimming the cream, first with the junior county and 
supplementary scholarships, and subsequently with the 
senior county and state scholarships to the Universities. 
We have previously noticed this, but its implication is 
that business houses which are still relying upon elemen- 
tary and secondary schools should now recognise that 
they can no longer hope to obtain the same material 
that used to be available. This applies especially to the 
banks in their need to enlist a larger proportion of men 
who are to prove suitable for higher graded posts. 
The cherries must be gathered further up the tree. 

In general, banks recruit young men for clerical 
posts at the age of sixteen to eighteen. Their selection 
boards consider each applicant’s fitness not only on the 
score of intelligence and school record, but of character, 
health, appearance, personality and probable adaptability. 
They recognise that a large proportion will be allocated 
permanently to routine duties, although it is possible that 
the ratio of ‘‘ hewers of wood and drawers of water ”’ will 
be lowered as time goes on by the elimination of certain 
types of routine work which further developments in 
mechanical processes may have in store. So farmechanism 
has served mostly to substitute female for male employ- 
ment ad eundem, but this process alone raises the pro- 
portion of male recruits who should qualify for higher 
positions in future. The problem as to whether a young 
man of seventeen is likely to develop into a manager 
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twenty years hence may be present in the minds of a 
selection board, but the solution to it would require 
the gifts of the prophets. In the past, the wastefulness 
of trusting to chance that first-class men, possibly 
adapted to routine work, but uneconomically employed 
upon it over a course of years, will emerge eventually 
in sufficient numbers to assume positions of responsibility, 
has been tolerated without obvious disadvantage. As 
the defects of such a procedure become apparent, British 
banks must inevitably follow men with talent to the 
Universities, and bring them in, in larger numbers than 
hitherto, at the end of their University courses. 

In considering the adequacy of existing educational 
machinery, we are thus concerned not only with its 
suitability for the present recruitment policy of the banks, 
but with the question as to whether it will meet the needs 
arising from probable changes in that policy. In present 
circumstances all but a few bank officers begin their 
careers after school age and study forthwith for Part I. 
of the Institute Examination. The teaching personnel 
of the Education Institutions consists mostly of specialists 
with professional or higher academic qualifications. 
The sessions last only six months in the year, and there 
are complaints that they are too short* (particularly for 
Banking Law and Practice in Part II). In one Institution 
it is felt that a graded course would be of advantage, 
but this is not possible owing to the expressed intention 
of students to sit for the forthcoming examination of the 
Institute. Students are both young and human; they 
cannot be expected to expend more spare time effort over 
the course of some years than that which is exacted with 
a view to passing examinations, with or without dis- 
tinction or award. Consequently lectures are bound to 
degenerate at times into mere efforts at cramming, 
or text-book expositions of matters which might almost 
as well be studied exclusively, as in many cases they are, 
from the text-books themselves. A member of the 
selection board of one of the big banks remarked lately 
to the writer that he could find nothing in the existing 











* Twenty-four lectures in each subject are curtailed to twenty-one 
if the candidate elects alternatively to sit for an internal examination 
preceding that held by the Institute. 
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training system to ensure that an examinee has any 
real knowledge of the subjects for which he sits, however 
sound the syllabus of the Institute may be. 

Of various suggestions that have been mentioned to 
the writer, a few may becited. Forexample, in approved 
cases, it should not be impossible to grant students 
opportunity for internal study in preparation for evening 
lectures, subject to office convenience. 

One educational expert advocates amendment of the 
syllabus of the Institute in such a manner as to leave 
Part I as a study of the ground-work and history of 
banking and of the principles of economics by students 
at the age of eighteen, so that it would provide a general 
background and serve as a test of intelligence. For 
students of twenty he would provide internal discussion 
classes designed for the application of study and inferences 
of theory with casemethod. Part II would be concerned 
with more specialised subjects, founded upon a general 
knowledge acquired in Part I. Arising from this, might 
it not be possible to dispense with all examinations for 
Part I1? The students should qualify for a certificate 
and to do so their active co-operation would be the basis 
of the test. For instance, in a class studying foreign 
exchange, the pupil might be asked to describe swap 
transactions in a ten-minutes lecture without notes other 
than a short synopsis on a slip of paper. An exercise 
such as this implies acquaintance with the subject in 
hand requiring several hours’ study of its theme. A 
general discussion would follow and the teacher would 
make his comments and would provide a summing up. 
Short essays on various subjects might be called for 
two or three times each term. 

Guidance regarding reference books and journals 
would supplement usefully the information obtained in 
the text-books recommended by the Institute. Much 
might be gained by a knowledge as to where information 
is readily to be gathered upon various subjects (such as 
Standstill Agreements). 

Qualifications might be obtained by the lecturers’ 
reports based upon a sufficient and satisfactory output. 
Distinction would depend upon the quality of the student’s 
final essay each term checked either by graduate lecturers 
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at the various institutes or other examiners appointed 
by the Institute of Bankers. 

Such suggestions may seem over-ambitious; they 
assume that there is a reserve of qualified instructors 
available for the technical institutions of the country. 
The case system, for example, could not be extended to 
advantage without this assurance. It requires “ graduate 
mentality ’’ for its successful application and possibly 
among students as well as instructors. 

A scheme which would go further in the same direction 
would enable promising students to attend at a University 
for a year—or two-year course after passing Part I 
instead of sitting for Part II. This would necessarily 
be designed to admit the student who had not taken a 
degree but has matriculated, and success would be re- 
warded by an appropriate diploma which would mark 
him out as qualified academically for a higher grade 
position. Merit in the unexempted portion of Part I 
might carry distinctions, which are now limited by the 
Institute to Part II. (At present Banking Law and 
Practice is the only subject for which exemption cannot 
be obtained.) Distinction granted in Part I. would 
simplify the Banks’ selection of diploma candidates. 
On the other hand, this might not be practicable if it were 
necessary to modify Part I to accord with the opinion 
above given that it should be less specialised. 

Alternatively a B.Com (or B.Sc.(Econ.)) degree course 
with banking as a special subject might serve as an 
exemption from part or whole of the Institute examina- 
tions. This would enable a day student starting at 18 
to finish at 21, or a part-time student already employed 
in a bank to finish at 22 or 23. 

This plan recognises the high standard of University 
teaching and if universities and university colleges (e.g. 
The London School of Economics) were relied upon to 
provide a staff college course for budding executives, 
much waste of energy could be avoided by simplifying 
the qualifyiag examination as a whole for those for 
whom there is no real need for an intensive education. 
On the other hand, more liberal methods of education 
available in a university would produce better results, 
particularly in cases in which examination psychosis 
impairs the real benefit of education. 
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Where succession problems affect the high adminis- 
trative positions of the banking world, solution has been 
provided so far through the survival of the private bank 
higher command, by the introduction of eminent men 
with a legal background and by the advancement 
of outstanding executives. The private banker with 
family tradition and endowed with accomplishment 
gained by ripe experience has brought his useful qualities 
into the service of a highly competitive joint-stock 
banking system. As time has gone on, the sources from 
which the banks have drawn their higher administrators 
have been drying up. With specialised departments, needs 
increase; currency fluctuations, trade regulations and 
restrictions, and a widening of services required call for 
higher standards of trained efficiency to cope with 
issues and duties of a kind which would not have been 
dreamed of by a former generation. 

Such considerations alone justify a more specialised 
training in banking itself. The appropriate degrees 
mentioned in the previous article may well be sought 
as an alternative to, or in conjunction with, a full course 
at a senior University. In the opinion of Dr. Alexander 
Lindsay, the Master of Balliol College, a year’s practical 
experience should be a useful preface to a university 
course. 

With the necessity ever present for maintaining the 
highest possible educational standards, a greater reliance 
upon university education than hitherto, supplementary 
to that which is provided by the public institutions, 
may well prove in the end to be the best means of 
meeting the growing demand for specialised training. 
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Conversion by a Collecting Banker 
By a Correspondent 


Tt first half of this article, which appeared in 
THE BANKER for December, 1937, set out the 
history of the evolution of “ negligence ”’ as it is 

interpreted to-day within s. 82 of the Bills of Exchange 

Act, 1882, and tended to show to what extent bankers 

had helped the judiciary to arrive at the latest understood 

meaning of the term. 

Excluding the hardships of not being allowed in any 
circumstances to plead contributory negligence of the 
customer or true owner in mitigation and, possibly, of 
being forced to take or, by reorganisation, avoid the 
risk found by the Savory case to be inherent in the 
branch credit system, the banks have probably felt little 
grievance up to the time of that case. There was, of 
course, always the difficulty of not being certain to 
what extent inquiries should be made, where any doubt 
existed as to the title of the customer. But if the 
matter could have rested there, bankers would have (in 
fact, had) adapted themselves and prepared to shoulder 
the risk. 

This negligence! Byles in the 19th (1931) edition 
of his work on bills of exchange, at page 39, says: 
“ To constitute negligence, the standard to be applied is 
the standard derived from the ordinary practice of 
bankers. The negligence must be negligence in collecting 
the cheque, not in opening the account, though the 
circumstances connected with opening the account may 
shed light on the question whether there was negligence 
in collecting the cheque.’ ‘‘ There must be something 
either in the form of the cheque or in the nature of the 
transaction, coupled with the circumstances antecedent 
and present to put the banker on inquiry.”’ 

Have we here the secret of the difficulty to which 
banks are subjected? The decisions have gone far to 
preserve what may be called the “ trustee ” capacity of 
banks in relation to true owners of cheques, have punished 
slackness and, in the case of “account payee’”’, dis- 
obedience of the instruction thereby conveyed. Apart 
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from the last of these, no objection can be raised, and even 
in regard to the last, the risk is so clear as to be hardly 
worth complaining of. But here the censure should have 
stopped. Instead of which, the attempt made by the banks 
to fill the gaps disclosed by later decisions has been used 
against them in raising the “ standard derived from the 
ordinary practice of bankers’’; and all in protection of a 
true owner who in so many cases could have prevented the 
loss by the exercise of the smallest measure of care 
without which there cannot exist what judges are pleased 
to call the ordinary prudent man. 

The judgment in Motor Traders Guarantee Corporation 
v. Midland Bank Limited is the latest distressing decision 
in the series. The facts were simple. One, T, a motor 
trader, paid into his account a cheque drawn by the 
plaintiffs in favour of a firm of motor dealers, W. and Co. 
The receiving cashier inquired with a view to ascertaining 
if the matter was in order and received what he regarded 
as a reasonable explanation in view of the fact that he 
knew that T had had dealings with W. He did not know 
T as an agent, which in fact he was not. The cashier 
did not refer the matter to the manager of the branch in 
spite of the following regulation which might have given 
him ground for doing so :-— 

Extreme caution must be exercised in all cases 
where a customer tenders for credit or exchange a cheque 
payable to a third party, and such cheques should not 
be dealt with unless the manager is fully satisfied that 
the customer is entitled to deal with the article in the 
proposed manner . . . Where a branch receives 
cheques payable to third parties for the credit of a 
customer at another branch, unless the branch manager 
is satisfied that the cheque can be properly dealt with 
in the proposed manner, it is advisable to delete such 
cheques from the credit note and counterfoil and send 
them to the customer’s branch to be dealt with. 

T’s account had been unsatisfactory for some time 
past, by reason that several cheques had been dishonoured 
for various reasons, principally for want of funds. 

Mr. Justice Goddard found for the plaintiffs, solely 
on account of the unsatisfactory nature of the account, 
which in his view should have caused further inquiry 
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than was actually made. In the course of his judgment 
he made the following points :— 

(a) that the receiving cashier was put on inquiry 
“by reason of one trader bringing in another trader’s 
cheque . ._.” (considering, presumably, all the 
circumstances of the case) ; 

(b) that but for the unsatisfactory conduct of the 
account, the inquiries made would have been adequate; 

(c) that there is no duty owing by a bank to its 
customers to conform to all the rules it lays down for 
the guidance of its staff; 

(dZ) that non-compliance with the rules laid down 
would not in itself constitute negligence, but would be 
pretty good evidence of it. 

We would most respectfully submit, firstly, that there 
was nothing in the transaction to call for inquiry; there 
was no evidence to show that T stood in fiduciary 
relationship to W and Co.—in fact he did not. Secondly, 
the information which the cashier gave was rather the 
result of a type of conversation which is a daily occurrence 
at bank counters and not necessarily the outcome of an 
inquiry due to suspicion. Thirdly, the record of the 
account contained nothing to arouse suspicion. The 
fact that many cheques were returned dishonoured 
meant nothing more than that the customer was short 
of funds—certainly not that he would sooner or later 
indulge in crime in the endeavour to ease his position. 
The learned Judge found this the most difficult point to 
set aside and he came to the conclusion that it was the 
deciding factor ; but if banks are to regard with such grave 
suspicion all those customers who at one time or another 
may have been unable to meet their cheques, they will 
have a busy and nerve-racking time—and by exercising 
that greater rigidity of treatment which will be essential 
they may easily do those customers serious injustice, 
possibly injury. But why should the learned Judge 
think it unnecessary to consider whether the bank 
were put on inquiry, on the ground that inquiry was, in 
fact, made? If inquiry was not called for, the fact of 
its being made could surely not fix the bank with 
responsibility for its being properly made? 

On the question of the particular rule, it is almost 
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absurd to suggest that it meant that whenever a cheque 
payable to a third party is tendered for collection it 
should be referred to the manager. A cashier is not, 
or should not be, a mere routine clerk. He has to act 
quickly and tactfully, often in circumstances in which 
there is no chance of asking the advice or authority of 
anyone else. And this rule must therefore be assumed 
to intend that reference to the manager should be made 
when the cashier is in doubt after he has exercised his 
mind on the matter and exercised the “‘ extreme caution ”’ 
called for. The rule does not say this in so many words, 
but—seeing that it is the rule of the bank and not a 
parliamentary enactment—it must carry such a meaning 
in the conditions of business in which it is to be applied. 

It is further submitted therefore, and again with the 
utmost respect, that this decision is wrong in that the 
fact of negligence was not proved. Bankers will be most 
unwise if they regard this as compelling a further 
amendment of their instructions; for the cheque as a 
negotiable instrument will cease to exist, to the detriment 
of those, not inconsiderable in number, who have no 
banking accounts and those who still find it useful to 
treat the cheque as a negotiable instrument; and the 
vigilance which the collecting banker will be called upon 
to show will be intensified beyond reason. 

If the past history of a customer’s account is to be 
taken into consideration, the question arises how far a 
cashier is to be expected to have knowledge of this kind. 
It is certain that greater responsibility means greater 
precaution and, particularly if third party cheques are 
to be referred to the manager, there is bound to be such 
delay in dealing with the receipt of cheques for collection 
that the public and the banks will be seriously incon- 
venienced, and business seriously interfered with. In 
any event, domestic legislation to meet this fresh 
development would be a weakness. 

Though we are here concerned with the collecting 
banker, a word of warning may be appropriate in regard 
to the payment of open cheques. It is loosely thought 
in some quarters that a banker is put on inquiry when 
an open cheque in favour of a firm or company is 
presented for payment by someone not the agent of the 
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payees. Nothing can " faites from he true position. 
The banker must pay or refuse at once and he runs no 
risk in ignoring the status of the payees. 


*.* A decision of appreciable importance to bankers 
is to be found in the law reports for December. In 
Re Conley (Trading as Caplan and Conley), Ex parte 
The Trustee v. Barclays Bank Limited ; the same v. 
Lloyds Bank Limited, Mr. Justice Farwell had to decide 
whether payments made by a debtor to his bankers with 
the object of releasing securities deposited in respect 
of his advances, constituted a fraudulent preference 
within the meaning of s. 44 of the Bankruptcy Act, 1914. 

It was shown that the depositors of the securities 
undertook no responsibility for the advances and that 
the banks which had parted with the securities could 
have no remedy against the depositors, if they (the banks) 
were called upon to repay. The learned judge held, as a 
result, that the depositors were not sureties or guarantors 
within the meaning of section 44, and that in consequence 
there was no fraudulent preference. 

It is understood that the case is going to appeal, 
and the matter will be dealt with in these columns when 
the decision of the Appeal Court is known. 





Obituary 
Mr. E. B. Orme 


In the death of Mr. Edward Banks Orme, Chairman 
of Martins Bank, who died at his home at Thornton 
Hough, near Birkenhead, on November 29, business 
circles in Liverpool and London have suffered a_ loss 
which has been felt acutely. Mr. Orme’s main interests 
were in the cotton industry, with which he had had a 
lifelong association. 

The son of Mr. Robert Orme, of Stockport, Cheshire, he 
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was born in 1869 in that town, and was educated at the 
Manchester Grammar School. In 1885 he entered the 
cotton trade with the firm of Messrs. Chambres, Holder 
& Co., and in 1891 proceeded to America as buyer and 
shipper for Messrs. Rankine & Nicholson, of Liverpool, 
of which firm he ultimately became senior partner. 
He was successively a Director, Vice-President, and, in 
1918, President of the Liverpool Cotton Association. 
His knowledge of the cotton trade was very wide, and 
this led to many calls being made upon his services, 
particularly during the War and the difficult period 
which followed. He acted as Vice-President of the 
World Cotton Conference held in Liverpool in 1921. 

Shortly after that date Mr. Orme retired, but he 
maintained contact with many important business con- 
cerns. Seven years after his retirement he resumed his 
connection with the cotton trade as a partner in the 
world-wide firm of Messrs. Reynolds & Gibson. This 
return to his old association after a period of retirement 
caused considerable interest in cotton circles. 

Mr. Orme had been a Director of Martins Bank since 
1924. In 1929 he was elected a Deputy Chairman, and 
was appointed Chairman in 1934. He was deeply 
interested in his work in the Bank, in which he took 
a great pride. He was particularly unassuming, but had 
great force of character and clear judgment. In difficult 
times his advice was much sought after, and it was 
readily given with a cheerfulness which always inspired 
confidence. In the words of one authority, British 
banking has by his passing been deprived of one of its 
outstanding personalities. The kindliness of his actions 
was well known, and his quiet generosity benefited many 
causes and individuals in need of help. 

Amongst other interests, Mr. Orme was a member 
of the Mersey Docks and Harbour Board, and a Deputy 
Chairman of the Royal Insurance Company Ltd. and 
the Liverpool & London & Globe Insurance Company 
Ltd. He had been a City Magistrate since 1926, and 
devoted much time to the duties of that office. 
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Appointments and Retirements 


Bank for International Settlements 


The Board of Directors of the Bank for International 
Settlements at its Meeting to-day appointed M. Roger 
Auboin, maitre des requétes au Conseil d’Etat, to 
succeed M. Pierre Quesnay as General Manager of the 
Bank for International Settlements. 

M. Auboin was born in 1891. He passed the com- 
petitive examination of the Conseil d’Etat in 1919, and 
has since then devoted himself continuously to the study 
of important post-War monetary and economic problems. 
His co-operation in various ministries has, moreover, 
enabled him to acquire an exceptional authority, which 
has made him a specialist on financial questions, and 
his work is very highly appreciated in France and 
abroad. It is to these qualifications that he owed his 
appointment as Technical Adviser to the National Bank 
of Rumania, a position which he occupied from 1929 to 
1935, for the purpose of supervising the application of 
the Rumanian stabilisation plan approved by the larger 
banks of issue. 

On his return to France, M. Auboin resumed his 
study of important economic and financial questions. 
On June 30, 1937, he was appointed to his present 
position of Secretary General of the Ministerial Com- 
mittee of National Economy. 

Bank of Montreal 


Mr. L. J. Belnap has been elected a Director of the 
Bank of Montreal. 


Bank of New South Wales 


Mr. David Geddie, London Manager of the Bank of 
New South Wales, who retired at the end of the year, 
started his banking career with the Commercial Bank 
of Scotland. He entered the service of the Bank of 
New South Wales on November 1, 1893. After holding 
the positions of Accountant and Secretary in the London 
Office, he became Assistant Manager in 1923. In 1932 
to 1933 Mr. Geddie undertook an extensive tour of 
Australia, New Zealand and the Far East, and in 
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January he was appointed the Bank’s Manager in 
London. 

Mr. Geddie will be succeeded as London Manager by 
Mr. Harold E. Holiday, who joined the Bank of New 
South Wales at Perth, Western Australia, in I9gI5. 
Mr. Holiday has had very wide experience in Australia 
and New Zealand, and worked for three years in the 
Head Office in Sydney. In 1934 he was transferred to 
London, as Sub-Manager, and since early 1936 he has 
been Assistant Manager. 

Mr. R. W. Gillespie has been elected President of the 
Bank of New South Wales for the ensuing year on the 
motion of Sir Thomas Buckland. 


British Overseas Banks Association 


Mr. J. B. Crichton, Chief Manager of the Mercantile 
Bank of India, has been elected Chairman of the British 
Overseas Banks Association for the ensuing year. 


Lloyds Bank 


Mr. W. J. Leonard Read, General Managers’ Assistant, 
has retired after 43 years’ service. Mr. R. T. Fagan, 
D.F.C., and Mr. F. O. Faull, hitherto Inspectors, have 
been appointed General Managers’ Assistants. 

Mr. P. S. Neale, Joint Manager of Coventry Branch, 
retired at the end of the year. Mr. Neale was born in 
1878, and educated at Atherstone Grammar School. He 
entered the service of the Bank in 1895 at Hanley. In 
1917 he was appointed Manager at Great Bridge. He 
was transferred to Coventry as Assistant Manager in 
1920, and became Manager at Wolverhampton in 1926. 
His appointment at Coventry dates from May, 1931. 
Mr. Neale is a certified associate of the Institute of 
Bankers. 

Mr. H. Laurence Smith has retired from the position 
of Manager at the Law Courts Branch. Mr. Smith’s 
first appointment was with Lloyds Bank at Caterham in 
1894. He was transferred to the Law Courts Branch in 
1900, and was appointed Assistant Manager there in 
1916. In 1g2r he became Assistant Manager at the 
St. James’ Street, S.W., Branch, returning to the Law 
Courts Branch as Manager in 1923. Mr. Smith was a 
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General Commissioner of Taxes in the Duchy of Lancaster, 
Strand Division, a Trustee of St. Clements Dane Holborn 
Estate Charity and a Governor of Holborn Estate 
Grammar School, and of St. Clements Dane Schools, 
Drury Lane. 

Mr. Smith is succeeded by Mr. B. H. Bluett and 
Mr. W. H. Nichols, Assistant Managers, who have been 
appointed Joint Managers. 

Mr. D. A. Prosser, Manager of the Temple Street, 
Swansea, Branch of Lloyds Bank Limited, has been 
appointed Manager at 39 Threadneedle Street, E.C., in 
succession to the late Mr. J. B. S. Gray. Mr. H. H. Gray, 
of the Threadneedle Street office, has been appointed 
Sub-Manager. 

Mr. E. B. Stokes has retired from his position of 
Manager of the Tunbridge Wells Branch of Lloyds 
Bank Limited, after 45 years of service. Mr. Stokes 
was born in 1875, and educated at Lichfield Grammar 
School. His first banking appointment was in 1892 with 
the Midland Bank at Walsall. In 1896 he joined the 
Burton Union Bank at Burton-on-Trent, which amal- 
gamated with Lloyds Bank in 1899. In 1906 he was 
transferred to Uttoxeter, returning to Burton-on-Trent 
in 1913, and going to Parkstone, Dorset, two years later. 
He was appointed Manager of the Bramcaster, Dorset, 
Branch in 1917, and became an Inspector in 1920. His 
present appointment dates from 1930. Mr. Stokes is 
a fellow of the Institute of Bankers. He is Chairman of 
the Finance Committee of Tunbridge Wells and District 
Nursing Association, and President of the Tunbridge 
Wells Provident Dispensary. 


Martins Bank 

The Directors of Martins Bank Limited announce 
that Sir Richard D. Holt, Bart., LL.D., a Deputy 
Chairman of the Bank since 1934, has been appointed 
Chairman in succession to the late Mr. Edward B. Orme. 
He has also been elected to a seat on the London Board. 

Sir Richard Holt bears a great name in Liverpool 
and far beyond that area. His family connection with 
the Bank dates back to early times. His grandfather, 
Mr. George Holt, who came from Rochdale and founded 


~~ ~~ 


—~ 


~~ *t we we FP 








APPOINTMENTS 63 


the cotton firm of George Holt and Company, was one 
of the first Directors and founders of the Bank in 183r1. 
His uncle, Mr. William D. Holt, joined the Board in 
1873, and his father, Mr. Robert D. Holt, became a 
Director in 1892, was Deputy Chairman in 1895-96 and 
I1g00-02 and Chairman in 1897-08. 

Sir Richard Holt is a partner in Messrs. Alfred Holt 
& Company, Shipowners, Liverpool, the Managers of 
the Ocean Steamship Co., Ltd., the Blue Funnel Line. 
He is Chairman of the Mersey Docks & Harbour Board, 
Elder Dempster Lines Ltd., Glen Line Ltd., and India 
Buildings Ltd.; a Director of the China Mutual Steam 
Navigation Co. Ltd., Elder Dempster Holdings Ltd., and 
Tientsin Lighter Co., Ltd. He was Member of Parliament 
for the Hexham Division, Northum: rland, from 1907 
to 1918 and in 1933 received from Liverpool University 
the Honorary Degree of LL.D. 

Mr. J. R. Whittle, Manager at Claughton Village, 
Birkenhead, has been appointed Manager at Liverpool, 
Walton Branch, on the retirement of Mr. E. C. White 
after 44 years’ service. 











National Provincial Bank 

Viscount Wolmer, P.C., M.P., has been appointed 
a Director of the National Provincial Bank. He is 
Chairman of the Cement Makers’ Federation, a member 
of the Hops Marketing Board, Vice-Chairman of Boots 
Pure Drug Co., and a Director of C.I.M. Holdings, Ltd. 


International Banking in 1957 


By Paul Einzig 


NOTHER year has passed without any major 
A banking crisis in any part of the world. It seems 
that the process of the elimination of the unfit 
among banks has proved beneficial in the long run, and 
that those banks which survived the series of crises 
between 1929 and 1933 were sufficiently strong to with- 
stand the minor shocks experienced during 1937. Possibly 
the reason why the gold scare and the other scares failed 
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to bring about any banking crisis was that this time 
banks were much more careful than they were eight 
years ago, and did not lend themselves to the financing 
of speculation to anything like the extent to which 
they did before. The total volume of speculative activity 
in securities and commodities was smaller than during 
the Wall Street boom of 1929, and a much larger 
proportion of it was financed by the owners themselves, 
the banks requiring unusually high bargains. Thus, 
while the setback during the second quarter of the year 
and again during the autumn inflicted heavy losses 
upon a large number of market operators, in no case did 
these losses lead to any open banking crisis. 

At the same time there can be no doubt that, 
generally speaking, the year 1937 witnessed a reduction 
in the inner reserves of the banks, partly as a result of 
the depreciation of the banks’ own investments. The 
fall in Government securities in Great Britain, the United 
States and other countries could not but affect the 
capital assets of the banks. 

On the other hand, banks in most countries had no 
reason to complain as far as current earnings were 
concerned. During the greater part of the year, advances 
and deposits continued to expand. Even though interest 
rates remained very low, it was possible to employ 
profitably the larger part of deposits. Earnings, from 
commissions on Stock Exchange operations and new 
issue activity, were, of course, adversely affected by the 
less favourable conditions. On the other hand, the 
foreign exchange departments from time to time worked 
very profitably, though not to the same extent as in 
1936. There was also a fair amount of arbitrage business 
in gold and silver. 

GREAT BRITAIN 

While during previous years the British banks com- 
plained that the improvement of trade was not accom- 
panied by an increased demand for advances, during 
1937 the advances of clearing banks increased by about 
£100 millions. This increase continued even after the 
beginning of the business recession, presumably because 
of the difficulty of making new issues. The increase in 
advances was, of course, mainly the result of rearmament 
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financing, wails was heme due to the time- wa nuns 
the delivery of goods by Government contractors and the 
receipt of payment. Deposits also showed an increase, 
though not nearly to the same extent as advances. For 
the first time in history the Midland Bank’s deposits 
exceeded £500 millions. 

One of the outstanding events of the year was the 
conclusion of a French credit of £40 millions by a group 
of London banks. This credit was repaid before the 
end of the year. Another important event was the 
reduction, at the request of the Bank of England, of the 
amount of standstill bills in the market. Hungarian 
standstill bills had to be withdrawn altogether, while the 
amount of German standstill bills had to be reduced by 
30 per cent. The banks received a small repayment on 
account of their German standstill claims, out of the 
proceeds of the licence fees charged on travel marks. 
They also received much more substantial repayments, 
of Spanish credits, arranged before the conclusion of the 
exchange clearing agreement, though payment on account 
of the post- clearing debts is still in default. 


UNITED STATES 

The business recession was accompanied by a con- 
traction of bank loans and investments, which was, 
however, an effect rather than a cause of the setback. 
There was no deliberate contraction of credit, especially 
as member banks’ excess reserves amounted to something 
like $1,000 millions. In possession of such substantial 
excess reserves, the banks were in a position to regard 
the outflow of gold caused by the withdrawal of hot 
money during the autumn with equanimity, especially as 
the Inactive Gold Fund of $1,300 millions would have 
to be exhausted before the gold withdrawals affected the 
excess reserves at all. The United States witnessed 
a reversion to a policy of cheap money. In August, for 
the first time in history, the New York bank rate was 
reduced to 1 per cent. and part of the gold sterilised in 
the Inactive Gold Fund was desterilised. 


FRANCE 
In consequence of the continued flight of capital 
during the first three quarters of the year, the deposits 
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of French banks contracted further. France did not 
adequately share in the trade revival, even after the 
devaluation, and for this reason normal banking activity 
remained comparatively reduced. On the other hand, 
since the rates charged on advances were very high 
most of the time, there was a considerable profit on the 
relatively small turnover. The banks continued to 
obtain a high yield generally on their liquid resources em- 
ployed in swap transactions. There were some important 
personal changes in French banking. M. Labeyrie, who 
became Governor of the Bank of France after the advent 
of M. Blum’s Government, resigned after the change 
of Government, and M. Fournier, deputy-Governor and 
a former Treasury official, was appointed as his successor. 
Being a non-political appointment, it was well received in 
French banking circles. Another change was the resigna- 
tion of M. Horace Finaly from the Managing Directorship 
of the Banque de Paris et des Pays Bas. He had held 
a key position in the French banking world for many 
years. 
GERMANY 

German banks have worked profitably during the past 
year owing as a result of inflation through rearmament. 
The legacy of the crisis of 1931 has been almost com- 
pletely liquidated as far as the banks are concerned. 
Thanks to their improved position there has been a 
revival of demand for bank shares, and with the resump- 
tion of dividends on them it has become possible for the 
German authorities to unload a large holding which they 
had to take up in connection with the series of recon- 
structions in 1931-32. Practically the whole share 
capital of the commercial banks is now once more in 
private ownership. During the year the repayment of 
standstill credits continued, as a result of the demand for 
travel marks. 


HOLLAND 


As a result of the repatriation of Dutch capital 
following upon the devaluation of the guilder, and of 
the influx of refugee money to Amsterdam, the money 
market experienced an unprecedented plethora of funds. 
Money became virtually unplaceable for short-term 
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investment, and the Dutch banks were compelled to stop 
the payment of interest on foreign deposits. Nevertheless, 
thanks to the revival of trade, especially Colonial trade, 
the Dutch banks have had a good year. They have also 
made substantial profits on gold arbitrage operations, 
in which the Netherlands Bank has played an important 
part, in that it freely converted its holdings of gold coins 
into bars, thereby supplying the market with coins for 
hoarding purposes. Foreign lending was resumed to some 
extent. Among others, a Norwegian hydro-electric issue 
and a loan for the city of Oslo were placed in part in 
Amsterdam. Towards the end of the year a new French 
railway loan was arranged. 


SWITZERLAND 


The liquidation of the legacy of the pre-devaluation 
crisis made further progress. Most of the banks, which 
had to apply for a moratorium during 1935 and 1936, 
underwent a definite reconstruction and returned to a 
normal régime. The year witnessed a heavy influx of 
refugee money, and the resumption of foreign lending 
activities. Among others, a credit was granted to Italy, 
and a loan to the French railways. This resumption 
of lending abroad was viewed with disfavour by large 
sections of Swiss public opinion, and pressure was 
brought to bear upon the banks and the authorities to 
prevent it. In order to reduce the temptation to lend 
abroad, measures were taken to discourage the influx of 
foreign funds. At the request of the Swiss National 
Bank, the banks decided to stop the payment of interest 
on any foreign deposits for a period of less than nine 
months, to charge a commission of I per cent. per annum 
on deposits up to 6 months, and to refuse to accept any 
deposits for periods of less than one month. These 
measures did not, of course, affect the balances and 
short deposits of foreign banks kept for the purpose of 
their current foreign exchange requirements. 


THE DANUBIAN STATES 
Reasonably satisfactory conditions continued to pre- 
vail in banking in the Succession States. In Austria the 
Creditanstalt continued to improve its position. The 
G 
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Hungarian Banks succeeded in concluding a three years’ 
agreement with their foreign creditors, calling for an 
annual transfer of about £3 millions. In Jugoslavia the 
delays in payment due to exporters under clearing 
agreements continue to put the banks under a strain, 
but conditions have improved lately. The Jugoslav 
National Bank succeeded in accumulating foreign ex- 
change and repatriated it in the form of gold. Banking 
conditions in Roumania showed further recovery. 


SPAIN 


The Civil War gave rise to further complications con- 
cerning Spanish banking. Most Spanish banks converted 
their Burgos branches into new head offices and claimed 
the right to control the assets held by the original head 
office abroad. In the case of the Bank of Spain, this 
claim led to the blocking of a substantial balance held in 
London with Martins Bank. In face of conflicting claims, 
most banks abroad prefer to abstain from carrying out 
instructions from either side pending legal decision. 
The London office of the Banco de Bilbao was subject to 
litigation, and a decision was given in favour of the 
nationalist claim, on the ground that the Basque Govern- 
ment was not recognised by the British Government. 


LATIN-AMERICA 


Banking conditions in the Argentine were very 
prosperous, in accordance with the general trend of trade. 
The same may be said to be true to a less extent in 
Chile and other South American countries, with the 
notable exception of Brazil. 


THE Far EAst 


In Japan the adverse trade balance necessitated the 
introduction of exchange restrictions at the beginning 
of the year. These restrictions were subsequently re- 
enforced after the outbreak of the Sino-Japanese war. 
Notwithstanding the hostilities, the stability of the yen 
has been maintained. Throughout the year the Bank of 
Japan exported large amounts of gold to the United 
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States. In China the outbreak of the war was followed 
by the declaration of a moratorium. The object was 
partly to avoid a run on the banks and partly to check 
the flight of capital abroad. The result of the moratorium 
was an acute scarcity of notes, which was, however, 
gradually relieved as a result of the inflationary issue of 
notes in connection with the financing of the war. 
Following upon the Japanese occupation of most leading 
financial and economic centres, the Chinese Government 
provided credit facilities in the interior through State- 
controlled banks. 





Swedish Banking 


By a Correspondent 
A> figures for the position of the Swedish commercial 


banks at the turn of the year are not yet available, we 

can review only the general aspect of banking in 1937. 
This will allow us, however, to draw certain conclusions 
regarding results obtained by Swedish banks. The year 
just ended brought certainly a great many embarrassing 
problems for the banks. Yet, on the whole, it deserves 
the title of a successful banking year, at least for all 
those banks who under one item or another carried 
some concrete souvenirs of the last depression. 

The chief income of commercial banks under normal 
conditions, namely income from interest, will most 
probably show this year a substantial reduction. Certainly, 
there was no need for “‘ deposit hunting ”’ in this country 
in 1937. On the contrary, the banks undertook a rather 
drastic reduction of interest rates, which in some cases 
was painfully resented by their customers. Yet there 
occurred during the year a constant flow of fresh money 
to the banks, the result of an active balance of payment in 
connection with the absence of foreign lending except 
some minor loans to other Scandinavian countries. 
While deposits, on which interest had to be paid, 
constantly rose, demand for fresh credit accommodations 
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from trade and industry was practically at a standstill 
and the supply of other investment opportunities 
remained unchanged. As a result, the banks’ cash 
holdings and unremunerative deposits at the Bank of 
Sweden grew to unprecedented record heights, a situation 
which was particularly embarrassing for the four big 
Stockholm banks which had to absorb the bulk of the 
proceeds from Sweden’s exports. The balance of interests 
receivable and interests payable will therefore this year 
show a marked reduction compared with 1936. 

Though the classical interest income item for the 
current year will hardly reach the last year’s level, the 
difference will probably be outbalanced by income from 
commissions from other banking operations, particularly 
from loan conversions, which on account of the prevailing 
money cheapness were rather numerous in 1937. But 
the main profits of the Swedish banks will result this 
year from recoveries from written-off assets, or from 
sales of shares, which in most cases have been in the 
bank’s portfolios ever since the last crisis and were very 
low booked. From the point of view of consolidation, 
the present year will therefore certainly be a most 
successful year for the bulk of Swedish banks. In view 
of the rather uncertain economic outlook in the world it 
seems somewhat unlikely, however, that these profits will 
fully appear in the profit and loss accounts. While net 
profits will probably be struck at approximately the same 
figures as last year, a large part of the profits will remain 
hidden in the banks’ balance sheet owing to the prosperity 
which Sweden enjoyed during the last four years, 
together with a conservative credit and dividend policy 
followed by the Swedish banks, they have, during the 
recent years reached a high degree of soundness which 
will be of great assistance to the business world of this 
country in case of a new economic crisis. 
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American Banking 


By a Correspondent 


HE recession in business proceeded at a somewhat 

sharper pace in November, and by the end of that 

month it was apparent that, regardless of whether 

it is to prove a major or merely temporary decline, it 

had already gone beyond the limits of most past set- 

backs and was, in many respects, the steepest drop in 
industrial activity the country had ever seen. 

The general level of business activity, as measured 
by the business index of The New York Times, declined 
by nearly 23 per cent., from a figure of over IIO in 
mid-August to 85-7 in the week ended November 27. 
In the same period the rate of steel ingot production 
declined from about 85 per cent. to less than 30 per cent. 
of capacity. The Federal Reserve Board’s index of 
industrial production, which had been 117 in August 
(1923-25 = 100) was III in September, 103 in October 
and, on the basis of preliminary figures is expected to 
be below 95 in November. Commodity prices, measured 
by an accepted index, decreased by 30 per cent. Stock 
prices, which declined to record low levels in November 
were, at their worst, about 40 per cent. under the levels 
of August. 

Up to the first week of December there were no signs 
of a halt in the decline in business, but there was, never- 
theless, some relaxation of the intense pessimism which 
had gripped business and financial circles. The stock 
market, late in November and early in December, made 
some recovery. 

In contrast to its extreme activity during the recovery 
period, the Roosevelt Administration has been remarkably 
passive in the face of the setback. The President and 
his advisers have been making an effort to reassure 
business and financial leaders by renewed and more 
emphatic promises to balance the budget, by indicating 
a willingness to see some modification of existing tax laws, 
such as the tax on capital gains and the tax on undistri- 
buted profits of corporations, and by mildly conciliatory 
gestures toward the public utility industry. But no 
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clear-cut programme has emerged, and the special session 
of Congress, had accomplished nothing at the end of 
three weeks. 

Monetary measures, upon which the Administration 
formerly placed so much reliance, seem to have fallen 
into disfavour. The Federal Reserve System did embark 
upon a new open market operation in November, but 
the step was chiefly remarkable for its brevity, niggardli- 
ness and ineffectuality. 

In a statement issued on September 12, 1937, the Open 
Market Committee of the Reserve System had indicated 
that it would purchase government securities in the 
open market later in the Fall to meet what was then 
expected to be a considerable seasonal expansion of 
money in circulation and a rising credit demand. 
Actually, the rise of money in circulation has turned 
out to be far below normal, and bank credit, so far from 
expanding, has contracted. Nevertheless the Reserve 
Banks early in November did begin to buy “ govern- 
ments’ in the open market. In the three weeks ended 
November 24, they purchased $38 millions. Then, 
abruptly, the operation was terminated. 

In duration and in size of purchases this was the 
smallest open market operation ever undertaken by 
the system. Its effects upon member bank reserves were 
negligible for there had already been more than $1,000 
millions of excess reserves before the purchases began, 
and the increase to $1,140 millions which followed was 
due far more to shrinkage of the amount of reserves 
required, as a result of the deflation of bank deposits 
resulting from reduced bank loans and investments, than 
to the trifling open-market purchases. On the face of 
things the half-hearted open-market campaign seems 
to have been undertaken only to make good the promise 
of the Open Market Committee last September that 
purchases would be made. It is possible, however, that 
the Reserve authorities at first intended to go forward 
more aggressively, but were deterred, once they had 
begun to buy, by the discovery that there was a relative 
shortage of government securities in the market and 
that heavy buying might result in an unwelcome advance 
in quotations. 
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Of the total increase of $563 millions in the interest- 
bearing debt of the government between June 30 and 
October 31, only $164 millions has been available for 
purchase by banks and general investors. The remainder 
has taken the form of special Treasury issues turned 
over to the various funds in the custody of the Treasury, 
such as the Old Age Reserve Account, the Unemploy- 
ment Trust Fund and the Civil Service Retirement 
Fund. 

In Congress the few invincible advocates of currency 
tinkering, notably Senator Elmer Thomas of Oklahoma, 
have again begun to put forward proposals for ‘‘ adjusting 
and regulating’ the value of the dollar. But it seems 
plain that on this occasion they will lack the support 
or even toleration of the Administration, which enabled 
them four years ago to exert so much influence, and will 
have much difficulty in obtaining a following among 
their fellow legislators. 

The emphasis, at the moment, is all in the direction 
of so-called orthodox economics, and unless and until 
it becomes apparent that a more conservative policy 
will fail in arresting the business recession, there is not 
likely to be a renewal of inflationary measures. The 
government has obviously welcomed the recent foreign 
withdrawals of gold under the tripartite agreement. 
The shipments that have been identified totalled, up 
to the first week of December, only $35,250,000 of which 
$5,000,000 had gone to England and the remainder had 
been taken by the French; but it is estimated that as 
much as $300 millions in gold may have left the country 
in recent weeks. The $200 millions active portion of 
the stabilisation fund, which is understood to have been 
entirely in gold as recently as last September is now 
devoid of the metal, and the monetary stocks of the 
country have failed to reflect imports from Japan and 
elsewhere, which, together with receipts of newly-mined 
and scrap gold, were sufficient to bring the total of 
indicated losses up to about $300 millions. Recent 
exports have had to be taken from the Treasury’s 
inactive fund. 

The banking statistics for November have disclosed a 
continuation of the deflationary trend. The reporting 
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member banks of the Federal Reserve System in Io1 
leading cities of the country reduced their loans and 
investments by $262 millions between October 27 and 
November 24, and on the latter date the figures showed a 
net fall of $969 millions compared with a year before. 
The fall in security loans was slower, amounting to only 
$75 millions in the last month, against $271 millions in 
October, but commercial loans, which began to decline 
in October, dropped more rapidly in November. A net 
increase of $20 millions in the reporting banks’ holdings 
of government obligations was due chiefly to purchases 
by the New York City banks; banks in other sections 
of the country are still sellers of ‘‘ governments.” 


(In millions of dollars) 
Increase or decrease 


since 

Nov. 24, Oct.27, Nov. 25, 

1937 1937 1936 

Demand deposits adjusted .. .. 14,665 ~ 139 799 

Deposits of foreign banks... - 420 - 92 34 

Total loans and investments. . .. 21,432 - 262 969 
Commercial, industrial and agricul- 

tural loans .. - ws - 4,683 - Q7 ° 

{oans to brokers and dealers in 

securities .. we 881 75 299 

U.S. Gov’ts. direct and indirect a 9,086 - 20 1,339 

Other securities sia - si 2,867 79 330 

Reserves ee x ie in 5,394 10 357 


* Comparison not available. 


With the demand for commercial loans declining, 
with outstanding security loans much reduced and with 
the return on investments tightly screwed down by the 
federal Reserve System’s easy-money policy, the outlook 
ior bank earnings is obviously not very bright. The 
average rate on commercial loans being charged by the 
leading New York City banks was 1-63 per cent. in 
November, against 1-67 per cent. in October; the average 
yield on Treasury 3 to 5 year notes was I-30 per cent. 
against 1-67 per cent. and the average yield on Treasury 
bonds having more than 8 years to run was 2°57 per 
cent., against 2-63 per cent. 

To this condition the banks have, however, become 
pretty much inured. The prevailing view is that nothing 
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is to be gained at the moment by straining after earnings 
but that, on the contrary the uncertainties of the financial 
outlook make imperative a policy of virtually disregarding 
the question of earnings and concentrating upon safety 
and liquidity. 

Senator McAdoo has again brought forward his bill 
to permit interstate branch banking with Federal Reserve 
districts; but it is not expected that he will have any 
success. The country bankers who now control the 
American Bankers Association are organised to fight 
against any such proposal. 


French Banking 


By M. Mitzakis 

RANCE benefited in November, as in October, 
FE from a comparatively calm period in the monetary 

and economic sphere. For reasons indicated 
later, the horizon has since become not quite so clear, 
but it remains true that this respite was favourable for 
the country. From amonetary point of view the firmness 
of the franc through new repatriations of capital enabled 
the Stabilisation Fund to increase materially its foreign 
exchange holdings. The easier money conditions were 
encouraged by the reduction of the bank rate from 34 per 
cent. to 3 per cent. on November 12th. The effect of this 
change on short-term rates is shown by the following 
table :— 


End of Endof End of 
Sept. Oct. Nov. 


o/ 


/O / 0 


Banque de France rediscount rate 2 33 3 
Market rate of discount .. ae 543 4 : 
Day-to-day money 33 
Loans on Bons de la Dé fense Nationale : — 
Market rate for one month .. iv 33 346 2 
Market rate for 3 months ou bs 34 34 3 
Rates on loans on securities : 
On the Parquet te = eis 43 2 2 
On the Coulisse ae = a2 Q3 8 64 


o 
S| 
> >» 
38 3 
23 1 
24 J4 
>] > 
ry ~ 
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The interest rate on one-year Treasury bonds issued 
to meet the requirements of the War Pensions fund, was 
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reduced at the end of November from 4 to 3$ per cent. 
The rate on ordinary Treasury bills maturing in 75 and 
105 days was reduced on November 13 from 333 to 233 
per cent. The Caisse Autonome d’Amortissements also 
reduced the rate on Bons de la défense nationale from 4 to 
34 per cent. as from November 30. 

Early in November gold to the amount of Frs. 3,127 
millions was transferred from the Stabilisation Fund to 
the Bank of France. Asa result, the Bank’s gold reserve 
has increased from Frs. 55,805 millions to Frs. 58,932 


millions. 
End of End of End of 
Sept. Oct. Nov. 








BANK OF FRANCE. 





(in millions of francs) 


ASSETS. 

Gold Reserve iis is ~ 3 55,805 55,805 58,932 
Foreign Exchange reserve (total) - 806 945 929 
Discounts (total) .. - “ - 10,057. 10,810 8,goo 
Advances on bullion + or 
Advances on securities .. 7 dis 4,175 3,710 3,861 
Advances up to 30 days .. iva es 1,340 483 846 
Bonds of the Caisse Autonome .. a 5,637 5,637 5,637 
Provisional advances to the State— 

(a) Regularisation of previous advances 12,098 12,098 12,098 

(6) New advances te es » 10,000 10,000 10,000 
New advances, 1937 - - i 3,900 4,820 4,820 

LIABILITIES. 
Note circulation .. r ie ea 91,309 91,336 91,933 
Current and deposit accounts (total) .. 18,236 17,326 18,454 
of which— 

Treasury ou . - oe 59 181 93 

Caisse Autonome Ss 7 sc 2,292 2,466 2,649 

Private Accounts - ~ rv 15,785 14,531 15,643 
Total of sight liabilities .. ii ie 109,606 108,662 110,388 
Percentage of gold cover - ..  §50°91% 51°360% 53°39% 


The provisional advances to the Government for- 
tunately remained unchanged at Frs. 26,918 millions 
during November, so that the unused margin available 
for the Treasury remained at about Frs. 10 milliards. 
At the same time rediscounts continued to decline owing 
to the setback in commercial and industrial activities. 
Thirty-days’ advances continued to fluctuate normally 
between Frs. 300 millions and Frs.1 milliard. This 
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arrangement provides convenient facilities for the banks 
and increases the elasticity of the market. 

The improvement in monetary conditions indicated by 
the above figures has failed to manifest itself very dis- 
tinctly in the Bourse. It is true that in the official 
market, rentes showed some moderate rises, but this was 
probably due to the intervention of the fund for the 
support of rentes. The undertone of Government loans 
remained unfavourable owing to the uncertainty caused 
by the huge size of the public debt and the large require- 
ments of the Treasury. On the kerb market there was a 
material improvement in certain departments, but an 
upward movement was prevented by the uncertainty of 
social conditions. The returns of the official market 
reprinted below give an idea of the state of affairs. 

Government Loans Other Securities 


(in millions of francs) 
Buyers Sellers Buyers Sellers 


End of May, 1937 .. in 782 g2 1,249 112 
End of August, 1937 1,220 131 1,408 115 
End of November, 1937__... 849 153 1,363 IoI 


On the whole the technical position of the market 
remains fairly sound and there are good possibilities of a 
rise in the event of an economic recovery. Should there 
be a crisis, however, it is necessary to envisage fairly heavy 
professional selling. The question is, will the official fund 
for the support of rentes, with its resources of Frs. 7 
milliards, be able to resist the fall? Since July the 
tendency has been weak rather than otherwise, so that 
this organisation must have used up part of its resources. 
The prospects of additional borrowing in 1938 have also 
increased the difficulties of its task. 

In addition to the unlimited issue of Treasury bonds 
for three, six and nine years, Frs. 13} milliards of other 
bonds or Government loans were issued between March 
and September. In March the 44 per cent. loan with 
guaranteed exchange was issued to the extent of Frs. 8 
milliards. In August, Frs. 3} milliards of 4} per cent. 
Bonnet bonds were issued, and in September Frs. 2 
milliards of 5 per cent. Treasury bonds for the conversion 
of the 44 per cent. bonds of 1934. Apart from this, there 
were issues of short-term bonds: one year bonds were 
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issued by the Pensions fund, and Frs. 1 milliard of lottery 
bonds by the Credit Nationale. There was also the Swiss 
loan of an authorised maximum of Frs. 1,345 millions, and 
the Dutch loan with an authorised maximum of Frs. 2,445 
millions. Above all, there was the increase in Government 
advances from the Bank of France, amounting to 
Frs. 9,220 millions since the end of last year. The total 
of loans issued by the Government, colonies and railways 
during 1937 will amount to more than Frs. 33 milliards. 
The public debt was Frs. 385 milliards at the end of 
August (not including the debts of the railways and local 
authorities, which will bring the total to Frs. 500 
milliards), against Frs. 355 milliards at the end of 1936, 
Frs. 337 milliards at the end of 1935 and Frs. 285 milliards 
at the end of 1932. 

The budget outlook for 1938 continued to preoccupy 
financial circles. Satisfactory as it is that the budget was 
voted so speedily by Parliament, public opinion is 
somewhat worried by the fact that the anticipated surplus 
on the ordinary budget was converted into a deficit of 
Frs. 300 millions as a result of the Frs. 1,700 millions 
allocated to the increase in Civil Servants’ salaries. Total 
expenditure in the ordinary budget is now Frs. 54,599 
millions and revenue is estimated at Frs. 54,314 millions. 
What is worse, the estimates of the Finance Minister 
concerning the loan requirements of the Treasury and 
public corporations were called in question by M. Flandin, 
who expects the requirements to be Frs. 35 milliards, 
compared with M. Bonnet’s estimate of Frs. 26 milliards. 
M. Paul Reynaud, in an article in the Revue de Paris, 
made very gloomy forecasts, estimating the borrowing 
requirements at between Frs. 40 milliards and Frs. 46 
milliards, or more or less the same as during the full Front 
Populaire experiment. 

In addition to the gloomy financial prospects, there 
has also been a certain setback in trade activity, due in 
part to the continued difficulties of the export trade and 
to the closing of the International Exhibition, as a result 
of which there has been an increase in unemployment. 
There has been a revival of tension in the foreign exchange 
market since the second week in December, and forward 
rates have widened considerably. Taking advantage of 
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this passing weakness, the advocates of the adoption of 
exchange restrictions have resumed their activity. 

Thus, in spite of unquestionable financialimprovement, 
the year 1937 closes with an uncertain outlook regarding 
money and public finance. Nevertheless, there is hope 
that the truce between the parties will continue long 
enough to enable the findings of the committee on the 
forty-hour week to be applied, and thus stimulate national 
production. 


German Banking 
By a Correspondent 


during the first three weeks of November was four 

per cent. more than the amount of the credits 
granted by that institution at the end of October. This 
was in accordance with the developments last year, and 
is due to seasonal influences, credit requirements for the 
financing of crops having ceased. At the end of Novem- 
ber, however, there was a marked increase in loans of 
Rm. 763 millions. This increase is almost the same as 
at the end of October, and compares with Rm. 588 
millions for November 1936. It is attributed to the 
fact that owing to the exceptionally mild weather activity 
on the land continued longer than usual. During 
December holiday and end-of-year requirements provide 
the predominant influence, and during the first week 
the amount of repayments was very moderate. 

In contrast to these movements of credit at the 
Reichsbank, the rise in the outstanding amount of 
promissory notes of the Gold Discount Bank indicated 
a return of liquid conditions in the money market. 
During November the volume of its promissory notes 
increased to Rm. 951 millions, against Rm. 604 millions 
at the end of October. During the first ten days of 
December conditions became somewhat severe as a result 
of requirements for taxation, but subsequently an easier 
tone set in. Towards the end of the year, large funds 
find their way to the market through interest and sinking 


‘Te amount of credits repaid to the Reichsbank 
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fund payments. For this reason it was generally ex- 
pected in the market that before the end of 1937 there 
would be another Government loan issued, even though 
calls on the issue would not fall due until after the turn 
of the year. As each successive loan issued by the 
Government during 1937 has been greater than the last 
it is expected that the forthcoming issue will show a 
further increase. The amount is estimated at Rm. I 
milliard. It is expected that the issue price and interest 
rate will be unchanged, but that the loan will be for 
a longer period. Anticipations of industrial issues before 
the end of the year have not materialised. 

After the increase in bank advances during September, 
there was a reduction in their amount during October. 
It should be emphasised that the increase in the demand 
for advances continued, but repayments were larger than 
new advances. The advances of the five leading Berlin 
banks declined in October by Rm. 76 millions, after an 
increase of Rm. 93 millions in September. The decline 
for all German banks totalled Rm. 83 millions, following 
an increase of Rm. 142 millions in September. Invest- 
ments showed a decline as a result of the placing of 
Government securities originally taken over by banks. 
On the other hand, discounts increased materially. 
Changes in the volume of outside resources were not 
uniform. There was a tendency towards a reduction 
in deposits from correspondents with the five Berlin 
banks, but customers’ deposits proper remained steady 
and even showed an increase. Savings deposits showed 
an increase at both the banks and the savings banks. 

There has been a certain amount of discussion lately 
about the German banking situation. It is pointed out 
by the Deutsche Volkswirt that so long as the turnover 
of Government-guaranteed bills remains at its present 
level, customers’ deposits with banks are not likely to 
rise materially. The banks may obtain the temporary 
liquid resources of business firms, but will not obtain 
savings or accumulated profits, which are invested in 
securities. The present level of interest rates is such 
as to induce industrial undertakings to prefer to employ 
their liquid resources in Government-guaranteed bills. 
To a large degree industrial activity is financed by the 
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undertakings themselves out of their own resources. 
The dividends of these undertakings are limited by 
existing legislation, according to which surplus dividends 
exceeding 8 per cent., or, in certain cases, 6 per cent., have 
to be reinvested. The inference from these arguments 
is that Germany will in future require a much smaller 
banking organisation than she has required in the past. 
Banksare therefore advised to rationalise and, if necessary, 
reduce their organisations. This trend is already in 
progress, for although the leading banks are hardly 
affected by it, the liquidation of private banking firms 
continues. 





A Banking Jubilee 


On January 1 it will be fifty years since the present 
Governor of the National Bank of Greece, Mr. John A. 
Drossopoulos, entered that bank as a junior clerk. For 
the first time in the history of the bank, founded nearly 
a century ago, one of its staff has risen from the bottom, 
passing successively through all its grades, occupying 
finally in 1928 the supreme office of Governor. Mr. 
Drossopoulos was born in 1870 at Sourpi, Thessaly, 
Greece. He studied law in the University at Athens, 
and entered the bank on January 1, 1888. He was 
appointed Manager in IgII, in 1914 he was elected 
Deputy Governor and in 1918 Joint Governor. In 1928 
when the Bank of Greece was established and took over 
the note issuing privilege from the National Bank of 
Greece, he was elected Governor of the latter bank. 

Mr. Drossopoulos is well known in the City of London 
and during the last fifteen years he used his influence 
for the promotion of Anglo-Hellenic financial collabora- 
tion. 

An extraordinary general meeting has been convened 
for December 30 to honour the Governor. The leading 
financial, industrial and commercial institutions, as well 
as various cultural and professional organisations have 
decided to participate in the celebration of the Governor’s 
jubilee. A fund will be instituted bearing his name, out 
of the revenue of which a young employee of the National 
Bank of Greece will be sent abroad every year, or every 
second year, for advanced studies in banking and finance. 
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Some Kecent Canadian Banks 


By Professor C. H. Reilly 


S in January a year ago some of the great Canadian 
A banks have sent photographs of their recent 
buildings. This year six have submitted ten 
between them. I propose to choose one from each bank 
and, in the cases where more than one branch has been 
sent, to choose the most interesting in my opinion 
architecturally, whether it is the largest and most 
important looking, or the smallest and least so. 1 
propose to begin with the Bank of Montreal and there 
to choose the small Fort William branch, Ontario, by 
Messrs. Lawson and Little, architects, of Montreal, 
instead of the much larger Hamilton branch. I do this 
in spite of Hamilton being a city of 155,000 and Fort 
William being one of only 24,000, simply because the 
Hamilton building is an ordinary classical composition 
of Corinthian columns, certainly very well done and 
looking very well on its open rectangular site, but such 
a building as a wealthy bank might have put up on such 
a site any time during the last hundred years. The 
little Fort William branch, on the other hand, could 
not have been built except during the last five years. 
I say “could not.” Perhaps “ would not” would be 
more exact. This little bank on a corner site, in spite 
of its unfortunate corner entrance, relies for its effect 
not on any conscious or unconscious memories of what 
ancient Rome was supposed to be like, as the Hamilton 
building very clearly does, but on the plain massiveness 
of the simple stone wall which contains it. 

It would be more impressive still if behind that wall 
one felt there was a corresponding volume of building 
of some simple shape. Unfortunately, the corner entrance, 
with the chamfering off of a slice of the building which 
this has involved, has left a volume of building of no 
particular shape. The Hamilton bank, which is a large 
rectangular building, certainly scores in that respect 
though the weight and effect of its mass is much reduced 
by the columns and pilasters with which the building 
is dressed up. 
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Having then a building of no particular shape to deal 
with owing to the position of the entrance, perhaps 
forced on them by the directors of the bank, the 
iuchitects have, I think, been wise to concentrate on 
siving character to their wall. They have clearly tried 
to make that seem as massive and strong as_ possible 
and that without giving it at the same time a primitive 


character. They might so easily have sought strength 
in mere roughness by coarsely hewn stones piled one on 
the othe1 That was the revived Romanesque way 


very popular half a century ago. Messrs. Lawon & Little 
have preferred the classical way. The Greeks combined 
the quality of massiveness in their Doric temples with 
the utmost refinement of surface finish. I cannot say 
these architects have gone so far as that. That would 
hardly be possible without Pentelic marble and_ the 
superb craftsmen of ancient Greece. They have, however, 
implied great strength in their wall by its thickness as 
shown in the reveals of the doorway and by the slight 
batter—a subtle touch that—they have given it through- 
out. At the same time they have given their wall 
refinement by the curved top to the small plinth pro- 
jection, by the small curved member which surrounds 
the door opening and by the slight valance enrichment, 
like the pelmet of a curtain, they have given its top. 
This latter I feel is amusing but a trifle absurd. A much 
more effective touch is the slight setting-in again of the 
wall where, in a building of the traditional classical 
manner, a cornice would be projecting. On this setback 
face the name of the bank has been left standing out in 
two places, or appears so in the photograph. If the 
letters are really in stone and the main face has been cut 
back to form them, this is a much more refined and 
effective way of giving the bank’s name than the 
ordinary way of applying bronze letters, though it must 
have cost a great deal more. Another effective touch 
is the relief carving over the doorhead well set in from 
the main face of the wall with which it consequently 
makes a good contrast. The rest of the design consists 
in the placing of the well-proportioned windows so as 
to leave an ample field of plain stone wall round them. 
As one has not a plan and as one knows how a corner 
entrance spoils any small interior, one has no real means 
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of saving whether these windows are too large or too 
small, and whether in the right or the wrong __ place. 
From the point of view of the wall it would probably 
be better 1f they had been smaller or even did not exist 


at all and the bank had been top-lit. Nevertheless, this 
little building seems to me to be a real contribution to 
bank architecture, and I hope it will not be without 
influence, nor its architects without further and larger 
opportunities to show their skill. 
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Architect Mr. S.G. Davenport 


BRANCH OF THE ROYAL BANK OF CANADA AT COOKSVILLE 
ONTARIO 


The building of the Royal Bank of Canada I have 
selected is the new branch at Cooksville, Ontario, by 
Mr. S. G. Davenport, the architect who designed their 
elegant building in Lothbury. Cooksville- charming 
name! is, I am told, a tiny village in a rich farming 
district on the main road between Toronto and Hamilton. 
Local stone from the Don Valley has been used, but one 
wishes it had not with Mr. Davenport’s type of archi- 
tecture. His buildings, of which I have another before 
me, appear all to be in the thin refined Colonial type 
of late Georgian architecture so characteristic of the 
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southern States of America, but to be found also, ot 
course, in New England. It is a style, with its long thin 
columns and pilasters, in which wood has been the 
determining material. It is wood and its possibilities 
which have given it its character. Its long columns 
look best against a wooden weather-boarded structure, 
and, after that, against one of small bricks. It is of the 
latter material Mr. Davenport has built his other branch. 
Here he seems to have chosen, or to have been forced 
to use, the one material, a rough stone, which would 
fight hardest with the thin pilasters, frieze and cornice, 
in white cement I should imagine, with which, in the 
Colonial manner, he has decorated his little building. 
[It seems a great pity. As if to make matters worse, too, 
he has given the stone-work a wide white joint, so 
emphasising its irregularities of colour, shape and size. 
That, of course, is clearly a good way to bring out the 
character of the stone, but it only makes the battle with 
his smooth cement decoration all the more acute. Surely 
it would have been better, if this stone was the only 
available material for the walls, to have given up the 
cement decoration entirely, apart from any question of 
whether the details of a past style are suitable for repro- 
duction to-day or not. One can imagine a plain little 
building of this stonework looking very strong if left to 
itself and treated with no more of the ordinary stigmata 
of a bank than the bank’s name, as, indeed, in the last 
example. It is not only the walling here which conflicts 
with the pilasters and frieze but the window openings 
themselves. They look coarse and naked and seem to 
me to need trimming up in white cement just as much 
as the central door. A later photograph with flower 
boxes to them and flowers growing shows them slightly 
softened and looking better, but still I suggest very hard 
and wrong. 

The Canadian Bank of Commerce has sent photo- 
graphs of two branches, one large and one small. I have 
chosen the larger, a big building at Edmonton, Alberta, 
by Mr. V. D. Horsburgh. It is a capable piece of work 
in Indiana lime-stone and with, | am told, that very 
unfortunate American expedient of a large hollow copper 
cornice painted to look like stone. Indeed, this building 
is of an American type which might have been erected 
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MACHINE 


Theres Less for pie me celtle,| 
the Operator to Do! eo) 1.4 ee 


Users of fanfold machines are amazed at 





Carriage Opens 


the simple, automatic action of this remark- Automatically! 


able new Burroughs Fanfold Machine. Forms are Released 
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They quickly realise that it cannot waste Automatically! 


Carriage Returns 
Automatically! 


Carbons Shift 
Automatically! 


costly time—that it does not waste physical 
effort. 


See for yourself how it will enable your 
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in the States any time during the last thirty years. 
Capable and good as it is of its kind, I feel that that is 
a pity. I wish, perhaps by general simplification and 
the omission of that heavy ornate imitation stone cornice 
it had had something to connect it with the present 
decade at least. It is, I suppose, a block of offices or 
flats above a bank. The equal spacing of the tiers of 
exactly similar windows of the upper floors suggests 
a number of exactly similar cells inside. I hope the 
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upper floors have some corresponding use, such as an 
hotel with similar bedrooms to justify them, otherwise 
life must be a little dull in them. The occasional balcony 
to rather arbitrarily selected rooms would be little com- 
pensation. Assuming some such use the building would 
have reason as well as refinement and dignity to com- 
mend it. The ground floor is well designed in its Italian 
manner. The contrast of the boldly rusticated corners 
of the building to the highly finished ashlar of the main 
faces 1s very effective and so is the top storey of windows 
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treated as a frieze. I think the facility of modelling 
a supposedly stone cornice with all its possible enrich- 
ments in thin stamped-out or cast copper, the facility, 
that is, in telling a lie, has been, as it might well be in life, 
the architect’s undoing. To my eye the cornice looks, 
or, rather, pretends to look, much too heavy as well as 
too ornate, and, with its curved and elaborate neo-grec 
cresting, to be out of character with the severity of 
the work below. Still, this building has clearly been 
a big effort, and next to the little buildings, and even 
to the shacks with which it appears to be surrounded, 
must be at least a very prominent and imposing object 
on Its site. 

The Imperial Bank of Canada has sent two branches, 
one, the Ottawa branch, by Mr. A. J. Everett, the bank’s 
architect, and one a very similar branch at Toronto in 
size, but in the classical convention with which, in bank 


buildings, we are all by now far too familiar. The 
Ottawa branch, however, does ofter something a little 
fresh and different. It has no meaningless copies of 


Greek or Roman columns or pilasters. The piers dividing 
its windows run up to their lintol without being dressed 
up at the top and bottom with unnecessary caps ~~ 
bases, and their plain wide faces are suitab lv echoed i 

the plain wide frieze above on which is the name of the 
bank in metal letters. Below the piers is a polished 
black granite or marble plinth on which they stand 
which makes, too, a strong base to the building as a 
whole. This black granite or marble is carried up round 
the central door as a broad architrave. Finally, to 
complete the interesting and effective points of the design, 
the thickness of the piers which form this little front is 
well suggested by the fluted and curved recess in which 
the centre window and the doorway are set. So much 
for the good points. The less good seem to me the rather 
coarse moulding with dentils under it which crowns the 
lintel. This detracts very much from the refinement 
of the plain surfaces of which this front is a composition. 
As if the architect telt this horizontal moulding with its 
attachments was too coarse, he has made the next 
horizontal one, that above the frieze, of a series of 
minute members, and has decorated it with a centre panel 
of lions’ heads and oak leaves which, whatever patriotic 
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notions they may symbolise, cannot be said to be needed 
or to be satisfactory. It is a pity with so much that is 
good and straightforward in this little front that it 
should be spoilt in this unnecessary way. 


IMPERIAL BANK OF CANADA 


OTTAWA sSRANCH 





Mr. A. J.E 
THE OTTAWA BRANCH OF THE IMPERIAL BANK Of! CANADA 


[he Bank of Toronto is represented by its new 
Brockville, Ontario, branch by Mr. W. R. L. Blackwell, 
of Peterborough, Ontario. This is an elaborate little 
building in dark bricks and white stone rather French 
Second Empire-like in its general appearance but with 
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Italian Renaissance detail to the main doorway. I am 
ifraid Mr. Blackwell has too many books in his library 
ind studies them too enthusiastically instead of trusting 
sufficiently to his sense of design, which I am sure is 
pretty good. If one half shuts one’s eyes to cut out the 
detail, one sees that the general proportions and the 
arrangement of solids and voids, of darks and lights, is 
pretty good. It is when one opens them freely again 
and sees the over-enriched cornice, returned at the 
corner and twice broken over sets-back which cannot 





RANCH OF THE BANK OF TORONTO AT BROCKVILLE, ONTARIO 


be much more than a couple of inches deep, when one 
notices the double serrated line running up the building 
at the same corner where the stone meets the brickwork, 
when one sees again the elaborately carved setting to 
the front door and the false and unnecessary balcony 
fronts to the ground floor windows, that one feels the 
irchitect has struggled too hard to make an impressive 
show, and that if he had exercised more restraint his 
building might have been a good one if not exactly 
a modern one. 
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fhe last example is the Ottawa East branch of tle 
bank of Nova Scotia, but both the photographs sub- 
mitted are so small and the building itself is so over- 
shadowed with trees and other things that it 1s difficult 
to say anything about the design. It appears to be 
low rectangular one-storey brick building on a corner 
site, with a strong plain stone doorway crowned with 
i. pediment and one window with a great sun-blind on 
one front and four similar windows with similar sun- 
blinds on the other. These striped sun-blinds, attractive 
no doubt in themselves, effectually prevent one’s seeing 
what the windows under them are like and their siz 





{rchitect Mr. Murray Brows 


BRANCH OI PHI BANK OF NOVA SCOTIA AT OTTAWA EAST 


and great projection make them more important features 
in the design than even the doorway with its costly stone 
setting, which, indeed, they completely dwarf. There is 
very little one can say therefore about this building. 
There seems to be a decorated stone band or frieze 
below a small brick cornice, and on the parapet above 
two long stone panels, one on either front, on which the 
bank’s name has been put up in rather coarse letters. 
That is really all one can see. The sun-blinds are the thing 
and they at any rate suggest pleasant thoughts and 
memories in January. The architect, who, I hope, 
designed them too, is Mr. Murray Brown of Toronto. 
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£1,3458,00 but, on the other hand 
ss profits are up by £742,000, the total 
£1,82 o, and the net result is an 
vement in the bank’s earning capacity 


some £210,000 in the year, the net profit 


ng £462,074, as compared with £252,850 
st vear The result is arrived at after 
viding for bad and doubtful debts and 


lepreciation on capital employed abroad. 


\ SATISFACTORY RESULT 

eel sure you will agree that this is satis 
tory when you bear in mind the relatively 
v values of many of the currencies in which 
r profits are made, and furthermore that 
fit and loss account this year has borne 
xceptional expenditure, such as the losses 
subsidiary companies, which should be 
recurring, as also transfer expenses 
vise non-recurring, which, under the laws 
€ various countries, have been incurred 
the taking over of the business of the 
glo-South American Bank Relieved of 
se charges, and in the knowledge of the 

that our programme of economies has 
rtorce been a gradual one, only a portion 
which has emerged in the year under 
view, [ feel that we can look forward with 
some degree of optimism to the results of the 
now before us 


ir board, therefore, are glad to be able 

ecommend on this occasion the payment 
dividend of 5 per cent per annum 
t to income tax 
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The immediate result to Brazil of her ne 
cottee policy may be an expansion in_ ship 
ments, although at lower prices. It may also 


vell be that Brazil, as the cheapest produce 
of cottec may win back a part of her lost 
markets The general effect upon Brazil's 
economy however, and particularly upol 
cannot vet be fore 
Clearly, the root problem ot 
over-production in Brazil has now to be 
faced, and presumably measures to this end 
are under consideration lentative sugges 
tions include the adaptation of large coffee 
growing areas to other commodities, such as 
cotton, wheat, and rice 
THE BANK’S PROSPERITY 

In spite of political and economic unce1 
tainties outside our control, our business 
shows signs of increasing prosperity The 
volume of business, as you know, has de 
veloped very considerably as compared with 
two years ago; the improvements in oui 
organisation consequent on this development 
the economies which we have already effected 
and which we hope still further to effect, the 
recoveries of old bad debts which are sub 
stantial and satisfactory, are all matters for 
congratulation, and reflect the greatest credit 
on your general manager and his able staft 
both here and abroad 

It remains for me to say that your bank 
has now celebrated the seventy-fifth year ot 
its existence 1 feel that there can be no 
better commemoration of this event apart 
from the increased dividend—than the strong 
balance sheet which we have been able to 
present to you this year. 
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